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PAYMENTS ON LIGHTWEIGHT HOGS AND SALE OF 
HAY ON CONSERVATION RESERVE ACREAGE 





THURSDAY, AUGUST 13, 1959 


HouskE or REPRESENTATIVES, 
ComMopITy SUBCOMMITTEE ON LIVESTOCK AND 
Freep Grains OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to notice, in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Present: Representatives Poage, Jennings, Matthews, McGovern, 
Coad, Breeding, Hogan, Dague, Quie, Short, and Latta. 

Also present; Representative Jones of Missouri, 

Hyde H. Murray, assistant clerk. 

Mr. PoaGE (presiding). The committee will please come to order. 

We are meeting this morning to consider H.R. 8394, by Mr. Hogan, 
as well as a companion bill H.R. 8561, by Mr. McGovern, to support 
the hog prices, and H.R. 8578, by Mr. Burdick, and a companion bill, 
H.R. 8641 by Mr. Anderson, to amend the Soil Bank Act to permit 
the harvesting of hay on conservation reserve acreage under certain 
conditions. 

We will first hear from Mr. Burdick. I am going to ask him to 
make the first statement if he will. Congressman Burdick from 
North Dakota. We will be glad to hear your testimony, sir. 


(H.R. 8394, H.R. 8561, H.R. 8630, H. R. 8 8578, and H. R. 8641 are 


as follows:) 


(H.R. 8394, 86th Cong., Ist sess.] 
* 

A BILL To assure orderly marketing of an adequate supply of hogs and pork products; to encourage in- 
creased domestic consumption of pork and prok products; to maintain the productive capacity of the 
hog-farming industry; to avoid the feeding of hogs to less desirable weights; and to stop further declines 
in live-weight prices received by hog producers 


Re it enacted by the Senate and House of Representatives of the United States of 


America in Congress assembled, 


INCENTIVE PAYMENTS 


Section 1. The Secretary of Agriculture (hereafter in this Act referred to as the 
“Secretary’’) shall, in accordance with the provisions of this Act, make incentive 
payments to producers of hogs with respect to the marketing of hogs at live 
weights of not less than one hundred and eighty or more than two hundred pounds. 


RATE OF PAYMENT 


Sec. 2. The Secretary shall not later than ten days before the first day of the 


next ensuing month fix the rate of incentive payments to be made under this 
Act for such ensuing month at such level as he determines necessary to assure 


| that the live-weight price to be received by producers of hogs during such ensuing 


month shall be not less than $14 per hundredweight, but no such incentive pay- 
ment under this Act shall be less than $1 nor more than $3 per hundredweight. 
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TIME OF PAYMENT 


Sec. 3. The Secretary shall make incentive payments at the rate which he 
fixed under section 2 as soon as practicable after the end of each month, 


METHOD OF PAYMENT 


Src. 4. Incentive payments under this Act shall be made directly to the pro. 
ducers of hogs who present evidence satisfactory to the Secretary of bona fide 
sales of hogs at live weights within the limits established in section 1 of this Aet, 
In the administration of this Act, the Secretary shall utilize the services of the 
local, county, and State committees provided for in section 8(b) of the Soil 
Conservation and Domestic Allotment Act. 


FUNDS AVAILABLE FOR INCENTIVE PAYMENTS 


Sec. 5. In carrying out the provisions of clause (3) of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress (7 U.S.C. 712c), the Secretary shall use 
funds available to him under such section to make incentive payments to hog 
producers under this Act, but the total of such payments shall not exceed 
$150,000,000 in any calendar year. 


ELIGIBILITY FOR PAYMENTS 


Sec. 6. No producer shall be eligible to receive incentive payments under this 
Act if, during the calendar year immediately preceding the calendar year in which 
such payments are requested— 

(1) such producer had a total income of more than $5,000 from off-farm 
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sources (including any such income received by any member of his dependent | 


family) ; or 
(2) such producer entered into a contract with a prospective purchaser of 
hogs, or a supplier of feed for hogs, under which such purchaser or supplier 
contributed in any manner to the financing of all or any part of the cost of 
producing the hogs with respect to which incentive paymerts are requested 
. 


MAXIMUM PAYMENT 


Sec. 7. No producer of hogs shall -be eligible to receive incentive payments 
under this Act in excess of $3,500 in any calendar year. 


REGULATIONS 


Sec. 8. The Secretary is authorized to prescribe such regulations as he may 
deem necessary to enable him to carry out the provisions of this Act. 


TERMINATION OF ACT 


Src. 9. This Act shall cease to be in effect on March 15, 1961. 





[H.R. 8561, 86th Cong., Ist sess.] 


A BILL To assure orderly marketing of an adequate supply of hogs and pork products; to encourage 


increased domestic consumption of pork and pork products; to maintain the productive capacity of | 


the hog-farming industry; to avoid the feeding of hogs to less desirable weights; and to stop further declines 
in live-weight prices received by hog producers 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, 


INCENTIVE PAYMENTS 


Section 1. The Secretary of Agriculture (hereafter in this Act referred to a8 
the “Secretary’’) shall, in accordance with the provisions of this Act, make incen- 
tive payments to producers of hogs with respect to the marketing of hogs at live 
weights of not less than one hundred and eighty or more than two hundred 
pounds. 

RATE OF PAYMENT 


Sec. 2. The Secretary shall not later than ten days before the first day of 
the next ensuing month fix the rate of incentive payments to be made under this 
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Act for such ensuing month at such level as he determines necessary to assure 
that the live-weight price to be received by producers of hogs during such ensuing 
he | month shall be not less than $14 per hundredweight, but no such incentive pay- 
ment under this Act shall be less than $1 nor more than $3 per hundredweight, 


TIME OF PAYMENT 


pro- Suc. 3. The Secretary shall make incentive payments at the rate which he 
fide | gxed under section 2 as soon as practicable after the end of each month, 
Act, | 
be METHOD OF PAYMENT 

Oi . 
, Sze. 4. Incentive payments under this Act shall be made directly to the 
roducers of hogs who present evidence satisfactory to the Secretary of bona fide 
sales of hogs at live weights within the limits established in section 1 of this Act. 
In the administration of this Act, the Secretary shall utilize the services of the local, 
Law | county, and State committees provided for in section 8(b) of the Soil Conserva- 
hy | tion and Domestic Allotment Act. 

Og 
ceed FUNDS AVAILABLE FOR INCENTIVE PAYMENTS 


| §gc. 5. In carrying out the provisions of clause (3) of section 32 of Public Law 
Numbered 320, Seventy-fourth Congress (7 U.S.C. 712c), the Secretary shall use 
funds available to him under such section to make incentive payments to ho 
this | producers under this Act, but the total of such payments shall not excee 
hich | $150,000,000 in any calendar year. 





ELIGIBILITY FOR PAYMENTS 
ent 

Sec. 6. No producer shall be eligible to receive incentive payments under this 
wr of | Act if, during the calendar year immediately preceding the calendar year in which 
plier | such payments are requested— 


st of (1) such producer had a total income of more than $5,000 from off-farm 
sted sources (including any such income received by any member of his dependent 
° family) ; or 


(2) such producer entered into a contract with a prospective purchaser of 

hogs, or a supplier of feed for hogs, under which such purchaser or supplier 

ents contributed in any manner to the financing of all or any part of the cost of 
producing the hogs with respect to which incentive payments are requested. 


MAXIMUM PAYMENT 


may  §xc.7. No producer of hogs shall be eligible to receive incentive payments 
under this Act in excess of $3,500 in any calendar year. 


REGULATIONS 


| Sze. 8. The Secretary is authorized to prescribe such regulations as he may 
deem necessary to enable him to carry out the provisions of this Act. 


~ 


TERMINATION OF ACT 


surge | SEC. 9, This Act shall cease to be in effect on March 15, 1961. 
sity of 
ay — 

[H. RB, 8630, 86th Cong., 1st sess.] 


A BILL To provide for incentive payments for the marketing of lightweight hogs 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That in order to assure the orderly marketing of 
to ag |40 adequate national supply of hogs and pork products, to encourage the in- 
neen- | creased domestic consumption of pork and pork products, to maintain the pro- 
; live ductive capacity of our hog-farming industry, and to avoid the feeding of ho 
dred | less desirable weights, the Secretary of Agriculture is authorized and directed, 
| whenever he finds (1) that the annual pig crop for any year will exceed the average 
|pPig crop for the ten preceding years; or (2) that the national average price re- 
ceived by farmers for hogs is less than 90 per centum of the parity price therefor, 
iy of to make incentive payments to hog producers to encourage the marketing of 
this | hogs for slaughter at live weights of two hundred pounds or less. 
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Sec. 2. The amounts of incentive payments under this Act shall be estab. 
lished by the Secretary at such level, not less than $1 or more than $3 per hup. 
dredweight, as he determines is necessary to carry out the purposes of this Aet 
except that (1) whenever the national average price received by farmers for hogs 
in any month is less than 85 per centum of the parity price for hogs, the incentive 
payment for such month shall not be less than $2 per hundredweight, and (2) 
whenever such average price for any month is less than 80 per centum of gugh 
parity price, the incentive payment for such month shall be $3 per hundredweight 
The Secretary of Agriculture is authorized and directed to establish gradeg of 
live hogs and to deny payments for live hogs of inferior quality. No producer 
shall be eligible to receive incentive payments under this Act totaling in excess | 
of $1,000 in any calendar year. 

Sec. 3. The Secretary is authorized to use any funds of the Commodity Credit 
Corporation, and any funds appropriated by section 32 of Public Law 320, Sey. 
enty-fourth Congress (49 Stat. 774; 7 U.S.C. 612c), as amended, in making 
payments provided by this Act: Provided, however, That no payment under 
this section shall be made in excess of 90 per centum of parity. 

Sec. 4. Every purchaser of hogs for slaughter shall supply to the producer 
of such hogs a ticket, in such form as may be prescribed by the Secretary, show- 
ing the number of hogs sold in weight classes of two hundred pounds or less and | 
the total weight of the hogs so sold. Such producer shall make application for 
the payment of incentive benefits under this Act by filing the ticket received 
by him from the buyer with the county committee for his county appointed 
under section 8(b) of the Soil Conservation and Domestic Allotment Act. 

Sec. 5. Payments shall not be made under this Act after December 31, 1965, 


[H.R., 8578, 86th Cong., 1st sess.] 


A BILL To amend the Soil Bank Act so as to authorize the Secretary of Agriculture to permit the harvesting 
of hay on conservation reserve acreage under certain conditions 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 107(a)(3) of the Soil Bank Aet is 
amended by inserting before the period at the end thereof a comma and the 
following: ‘‘and except that the Secretary may authorize the county agricultural 
stabilization committees to sell hay on such acreage, with the consent of the 
producer, to the highest bidder, and return the proceeds thereof to the United 
States Treasury, less such amounts as the committees deem adequate to com- 
pensate the producer for damage, if any, to his premises, if, after certification by 
the Governor of the State in which such acreage is situated of the need therefor, 
the Secretary determines that it is necessary to permit such sale in order to 
alleviate damage, hardship, or suffering caused by severe drought, flood, or other 
natural disaster’’. 


[H.R. 8641, 86th Conz., Ist sess.! 


A BILL To amend the Soil Bank Act so as to authorize the Secretary of Agriculture to permit the harvest- 
ing of hay on conservation reserve acreage under certain conditions 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 107(a)(3) of the Soil Bank Act is 
amended by inserting before the period at the end thereof a comma and the fol- 
lowing: “and except that the Secretary may authorize the county agricultural 
stabilization committees to sell hay on such acreage, with the consent of the pro- 
ducer, to the highest bidder, and return the proceeds thereof to the United States 
Treasury, less such amounts as the committees deem adequate to compensate the 
producer for damage, if any, to his premises, if, after certification by the Governor 
of the State in which such acreage in situated of the need therefor, the Secretary 
determines that it is necessary to permit such sale in order to alleviate damage, 
hardship, or suffering caused by severe drought, flood, or other natural disaster”. 


STATEMENT OF HON. QUENTIN N. BURDICK, A REPRESENTATIVE | 
IN CONGRESS AT LARGE FROM THE STATE OF NORTH DAKOTA 


Mr. Burpicx. Mr. Chairman and members of the committee, m 
. . . . . ’ 
legislation was designed to meet an emergency situation. 
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I might say that I communicated to the members of the full com- 
mittee the necessity of action, 

Since that time I have discussed this with several people from North 
Dakota. The time is actually running out, because much of our hay 
js maturing rapidly. Many, also, felt that this might be good per- 
manent standby legislation. 

This is designed to meet a situation similar to that we had a few 
years ago in the southwest part of our country when permission was 
granted and an amendment was made to the soil bank for legislation 
to permit grazing upon soil bank land. 

There is legislation in the Congress now that would permit the 
owner to harvest the hay. And it is sponsored in the Senate by 
Senators Young and Langer, and I cosponsored that bill also. 

The difficulty with that bill, as we see it, is that much of the need 
for the hay may be 5 or 10 miles away from the supplier of the soil 
bank hay. And, secondly, there might be some difficulty in adjust- 
ing the equities, since the producer is receiving soil bank payments. 

The theory behind this legislation, H.R. 8578 and H.R. 8641, 
which was introduced by Congressman Anderson of Montana, is 
simply that the producer should not benefit solely from the use of this 
hay, but that the various local ASC committees would have the au- 
thority to administer the sale of this hay to the highest purchaser, 

This legislation would in no way disturb any existing soil bank 
contracts. It would provide feed where it was needed. In fact, it 
might return some additional revenue to the Treasury. 

You have noticed in the legislation that I say “‘with the consent of 
the producer.’”’ I think that is necessary, even though the Federal 
Government has actually paid for the hay in effect, since producers 
have received the payments, and legally and technically 1 presume 
the owner has some kind of a claim, because the grass is growing 
on his land. 

In practice, the farmer needing help would apply to the local com- 
mittee and offer a certain sum for the hay land or the grass land and 
simply say, “I will offer you so much money,” and another farmer 
could make an offer also. 

The reason that the condition is placed in there is that there might 
be some instances where there may be damage to the premises, and 
an agreement would have to be worked out between the producer 
owner and the prospective bidder. 

The situation which this law would apply to, of course, would 
depend upon a certification by the Governor of the State that it is 
necessary in order to relieve hardship and suffering in the area—in 
the particular area to which this legislation would apply. 

The only reservations I have at this moment is the lateness of the 
hour. I think it is a practical solution to meeting a situation in 
which there is hardship. 

I can only speak as to the situation in North Dakota. 

I talked to the manager of the Production Credit Association of 
which I am sure Mr. Short is aware of, as a former member of the 
board, and Mr. Larson has advised me by telephone that people are 
beginning to reduce their herds. They are cutting them down 
because of a lack of feed. 

We do have a serious situation in the western two-thirds of North 
Dakota. And I am advised that in South Dakota the Governor of 


45357—59——2 
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that State has declared eight or nine counties, I believe it is, eligible | 
for emergency feed at this particular time. 

And Congvenanens Anderson of Montana indicates that in the 
eastern portions of his State they are beset with a serious drought, 
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I believe the legislation is’in the public i terest. I can see no} 


administrative problems. It would all be handled upon a local count 
basis, by local people. I think it would go a long way toward alle. 
viating suffering in our area. 

Mr. Poace. I wonder if you would tell us more about this matter 
of selling on the bid basis. It strikes me that the most important | 
thing you want to do is that you want the people who need the feed | 
to get it. | 

Mr. Burpick. Yes. 

Mr. Poace. That is, to be able to get the feed from this land, 
that is, the people who need it, and yet when you have a situation 
such as you have in the Dakotas at the present time the price would 
go up, the demand being what it will be and you will find that the 
speculators are going to be in there and they are going to outbid you, 

Mr. Burpick. I do not think so. I think in practice the farmer 
will know that one-half a section over here, 3 miles away from him, 
has a certain amount of grass on it. I think the local people will 
know more about the value of that grass than anyone else. 

Mr. Poaae. I know that during the drought in the Southwest that 
in Oklahoma they had some hay, while we in Texas did not have 
any. We went up there and bought it. I bought some hay there, 
myself. However, it got to a point where if you had a Texas license | 
on the car, you could not buy hay in Oklahoma, because the people | 
had come to feel that we were draining their hay away. 





I know that I bought some hay in Idaho and shipped it in by rail, | 


into central Texas. We paid $30 a ton freight on it. 


When you get that kind of bidding you are going to get into this | 


kind of a situation. You will get that kind of bidding; and the people 
who need that hay will not be able to outbid the speculators. 

Mr. Burpicx. You have put your finger right on it. The other 
legislation that is pending in the House and the Senate would do that | 
very thing, it would permit the producer to harvest his hay, and he 


could put a price of $30 a ton on his hay and exploit some of these | 


farmers. 
Under this you do not sell the hay. You sell the right to cut the 





hay. Itis not processed. The farmer can go in there with bis mower | 


and cut it down. 
Mr. Poacs. That would make it more difficult, because the man 
who has the equipment at hand and there is a substantial amount of | 


hay, simply moves his equipment in and can bid more on it than the | 
others can. | 


Mr. Buropicx. I really believe, Mr. Chairman, that the Jocal maz, | 


of soil bank hay or grasses that he is bidding upon, would be in a 
better position to go in and harvest that lay than somebody 100 
miles away could do it commercially. 

I think it will be done on a local basis. 

On the other hand, if you permitted the owner-operator-producer 
to cut the hay himself, then I think that they might come in from 
miles away to buy it. 


with the local mower, knowing the local situation, knowing the type | 
ar 
| 
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Mr. Poags. I think that, too. I was wondering if it could be 
enforced. Could we afford to let the local committee sell this hay 
on a nonbid basis? 

Mr. Buropicx. If the competitive feature is possibly not workable, 


_ why I would have no objection to changing it, but I believe it is. 


Mr. Poaas. I think the idea is sound as a general idea. It is 
always sound to have competition. But I am just wondering if 
some might freeze out the very people we are trying to help and that 
the local people will not benefit. 

Mr. Burovick. I have more faith in the people when they are in a 
serious predicament—I have more faith in the people when they have 
starving cattle, that they will not outbid each other. I think that 
the people in the local community have some regard for each other. I 
do not think that there will be any such difficulty. 

Mr. Poaas. I know that the people in Oklahoma sold their own 
hay. It got to where anyone who was known to be from Texas could 
not buy it, because they saw that we were siphoning off the hay. 

Mr. Buropicx. In that situation, was the hay already processed? 

Mr. Poaaeg. Yes. 

Mr. Burpick. In this case this is not processed. We are buying 
the standing grass, that is all. 

I think the local farmer would be the only one to take advantage of 
that situation. 

Mr. McGovern. As to the present bill, I talked with Congressman 
Burdick several days ago, and I think he is on the right track in making 
it available within the area where farmers need it because of severe 
drought. 

I think one thing we have to keep in mind is that if this proposal 
is to have any validity we ought to move quickly. Most of the hay 
has deteriorated already. I am certain that we need to do something 
rapidly. We have to act immediately or not do anything at all. 

Mr. Suort. I heartily concur in this matter of the seriousness of the 
drought in North Dakota. The situation is bad. This matter of 
selling the hay on the soil bank is, certainly, one that makes sense in 
helping the situation. 

It seems like only commonsense to provide some way or other for 
utilizing that feed in the area. : 

It brings up a question in my mind, Mr. Burdick. Would this 
provision be confined to the area which has been specifically designated 
as a drought area? It seems to me that that is an important point. 
Is there anything in the bill that you would interpret as restricting it 
to the specific area affected by the drought, or was it intended that 
that restriction be provided. 

Mr. Burpick. Yes, on page 2 you will see that after certification by 
the Governor of the State in which the acreage is situated the Secre- 
tary determines that it is necessary to make such sale in order to 
alleviate damage, hardship or suffering. So it only applies to the areas 
where the Governor certifies that there is a need for it. In other words, 
if the Governor of North Dakota should declare a need for it 

Mr. Snort. It would be in that area? 

Mr. Burpick. It would not apply in the Red River Valley, for 
example, where this is in no drought. 

Mr. Poaan. Mr. Burdick, you have any associates with you. Do 
you want anyone else to be heard? 
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Mr. Buropick. I believe that Congressman Anderson, or someone 
from his office intended to file a statement this morning. 

Mr. Poacsr. We will be glad to receive the statement when it comes, 
Is there anything further on this particular bill? 

Mr. Burpickx. I might say that at this very moment the Senate ig 
considering a similar legislation. That is all I have. 

Mr. Poage. Thank you very much. 

Mr. Burpicx. Thank you. I think that Mr. Baker would like to 
say a few words in behalf of this. Would you allot him a few minutea 
for that purpose? 

Mr. Poace. Yes. We will be glad to have you do so now. 


™ STATEMENT OF JOHN BAKER, NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman, and gentlemen, very briefly, we told 
the Senate Agricultural Committee this morning that we support the 
bill that they are considering with the changes that are provided here 
in Congressman Burdick’s bill. 

In addition on this question that you raised, Mr. Poage, it occurred 
to me that if you change the language in some way to restrict the sales 
to bona fide farmers in the drought stricken area there would be no 
objection then, and it could, also, be sold at a fair price as determined 
locally. 

That is all I have to say. 

Mr. Poace. We certainly thank you very much for giving a very 
constructive suggestion there. I was sort of groping around for some 
answer to it, and you have given us a good answer. 

Thank you very much, Mr. Baker. 

Mr. Baker. Thank you. 

Mr. Poace. We will now call on Mr. Hogan. 


STATEMENT OF HON. EARL HOGAN, A REPRESENTATIVE IN 
CONGRESS FROM THE NINTH CONGRESSIONAL DISTRICT OF 
THE STATE OF INDIANA 


Mr. Hocan. Mr. Chairman, I am pleased for the opportunity to 
testify in support of my proposal, H.R. 8394, to prevent any further 
drastic drop in the price of hogs. The average price received by 
farmers for hogs over the United States, has dropped by over $6 during 
the past year. This is a drop of about one-third. In terms of parity, 
the price of hogs in June of this year, had dropped below 70 percent. 

Forecasts published in private trade journals as well as in US. 
Department of Agriculture bulletins indicate that unless something is 


done soon the prices received by farmers for hogs will continue to drop | 


throughout the rest of this year and most of 1960. 

The bill I introduced is an attempt to stop further decline in hog 
prices by working directly upon the cause for the weakness in the 
market, an oversupply of pork. The proposal provided in my bill is 
designed to slow the rapid buildup in hog numbers and bring about & 
quick adjustment in pork production before farmers’ income om hogs 
becomes critically low. My bill seeks to reduce the total production 


of pork by making marketing premium incentive payments on light | 


weight hogs. The small payment involved would help directly, of 
course, to make up for some of the lowness in price. But the major 
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effect of the payment on lightweight hogs is not the direct income effect 
s. | but rather its supply reducing effect which should help prevent the 
prices of hogs from dropping to an extremely low level as they did at 
is | the bottom of the cycle in 1955 and 1956. 
| Various methods could be used to help bring about more orderly 
marketing and managed bargaining on the part of hog producers. 
to | But as a short-run program to stop the hog price decline that is 
ex | already upon us, it is felt that direct payments to farmers would 
| have more success in bringing about rapid adjustment than any 
other type of Government action. : 
Following is the program designed to deal with the short-run 
| problem as provided in my bill: : 
1. The marketing premium payment would be applicable to all 
ld | slaughter hogs marketed at live weights between 180 and 200 pounds. 
he | 2. Producers presenting invoices of sales of lightweight butcher 
Té | hogs could collect their marketing incentive payment at the county 
office. 
ed | 3. The payment would vary in.accordance with how low the price 
es | of hogs should become. My object is to make the incentive large 
nO | enough so that the market supply of pork will be reduced. 

The program proposed in my bill is not a long-run solution to the 
hog marketing problem. It is frankly a stop-gap program to meet 
an emergency situation. It is aimed at encouraging a more orderly 
ty | adjustment of volume of hog slaughter and to supplement hog 
farmers income for a short period until the hog cycle can right itself. 
The program would remain in effect for a maximum of 1 year at a 
time. It should be extended for greater periods. Its purpose is to 
prevent the bottom of the hog price cycle from becoming so low. 

The cost of the program can be estimated only approximately since 

| no one knows for sure how low the price of hogs might go in the 
IN | absence of the program. But in no event may the program provided 
| in my bill require payments of more than $150 million in any one year. 
| The program provided by my bill is self-limiting. If the price goes 
down owing to large marketings, the value of the premium payment 
to | on sale of lightweight hogs becomes more important relative to total 
ier | return, this encourages larger numbers of farmers to sell at the lighter 
by | weights and qualify for the premium payment. This means that 
ing / hogs would be marketed at 190 pounds, instead of at, say 240 pounds, 
ty, | per head. This would be a reduction per head of as much as 50 
» | pounds less pork being placed on the market. This reduction in 
S. | market supply would cause the market price to rise, thus reducing 
zis | the volume of payments that would actually have to be made. 
op = Mr. Poaae. I wonder if you have any idea how any of this legisla- 
| on would help to offset the tremendous production of feed grains. 
10g ) Basically, is not our problem the production of too much feed grains? 
the | Mr. Hoaan. That is right. Of course, if hogs go down to $10 
lis | per hundred, and the Government already has the corn price set at 
ta | $1.12, | am not too sure that too much corn will go into the hogs. 
ogs | And the Commodity Credit Corporation will end up with the corn. 
ion §©6© Mr. Poa. So long as you are producing an unlimited amount of 
ht- |corn and other feed grains, is there any hope to really solve this hog 
of | problem? 
jor | Mr. Hoaan. Of course, I do not think that there is any hope for 
any of farming unless we have controls on our acreage. 
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Mr. Poaae. I do not, either. I 
Mr. Hocan. But we cannot let the farmers go down the drain by - 
standing by, and just watching him go. 7; 
Mr. Poace. And what you would do would be to simply try to get | toa 
the hogs produced at a lighter weight? pric 
Mr. Hogan. They wold have to move between 180 and 200 pounds, ¥ 

The average weight for hogs that were marketed last week was 219 | 
to 220 pounds. 

Mr. Poage. I did not know that. That might mean you should 
lower your figure somewhat. 

Mr. Hogan. I do not believe we can lower my figures any more 
than that. Now the market price at Indianapolis last week wag 
around $14.50. 

The market in lowa was from $13.90 to $15. 

And the market in Missouri was around $15 for 200 to 220. 

The average market last week in Sioux Falls, S. Dak., was around 
$14.40. 

And in Portland, Oreg., the hogs are higher out there, they were | 
around $16. | | 

Mr. Poace. And in Texas it is about $12. a 





Of course, I do not think that we want the price of hogs to go down | . 
to a dime. But I think there are a great many people who will not oe 


vote for this legislation or any farm legislation until it does go down | upon 
to a dime. | Ser 
Mr. McGovern. Will you yield there? | effect 
Mr. Poace. Yes. ce 
Mr. McGovern. I think that probably the price of hogs will go to ae 

a dime if something is not done. What happened the last time when | $14; : 
hogs went to 10 cents was that the Secretary stood idly by, letting | $164 
the price go down while the farmers went broke. at 
r. Hogan’s bill and my bill, which is identical, provide a program onal 
that will give the farmer the benefit of the Government assistance, | any p 


I think 1t is a much better approach to the problem. ay 
Mr. Poage. I think that it is fair to state that it will be a stopgap | , 046 
measure and does not try to solve the problem. prove 


Mr. Hogan. If you wait about 6 months, and hogs do go to the | often: 
bottom, most of the farmers will have to get out of the hog business, | earnin 
And the corn will probably still remain in the storage bins. cape 

Mr. Poace. So we go to the same thing again. 4.7 

Mr. Hogan. That is true. I have a statement here from Mr. | operat 
Edwin Christianson, president of the Minnesota Farmers Union, that | ‘ev 
I would like to ask permission to submit for the record. ree 

Mr. Poace. Without objection it will be inserted in the record. at the 

(The statement of Edwin Christianson, president, Minnesota , centiy 


Farmers Union, follows:) | marke: 
| clude 


STATEMENT oF EpwIN CHRISTIANSON, PRESIDENT, MINNESOTA FARMERS UNION | within 
We are happy to have the opportunity to submit these views to the Livestock 


and Feed Grains Subcommittee on behalf of the members of Minnesota Farmers | A 
Union, many of whom are engaged in corn and hog production. 8) 


In this statement, we wish to endorse the proposal for incentive payments on ad 
hogs marketed at 180 to 200 pounds. We are offering some suggestions od 


amendments which would make the plan more workable and effective. These ant ex 
' 


suggestions are contained in the attached ‘Analysis of bill.” weight 
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In addition, we wish to make some general observations on the hog industry 
and how this incentive payment plan could be a major forward step toward 
¥Y | solving the violent ups and downs which have beset the hog belt. 

Along with a provram of incentive payments, we believe it would be desirable 
st | toadopt a law requiring hogs to be bought on official carcass grades, with minimum 
; rice differentials stipulated for the grades. 

Followin: are some of the major points discussed in our statement: 
8, | All the elements are present for a worse price collapse of hogs even than 
in 1955-56. 
Trouble is ahead because of the Benson corn program and the increase in 
id livestock numbers which it has caused. We have considerably more live- 
stoc and more feed per animal unit than in 1955-56. However, the trouble 
is still preventable, if action comes soon enouzh. 
The hog situation is serious, but it is not yet unmanageable. The pending 
aS | surplus could still be avoided. 
It is clear that USDA does not intend to do any more to help the hog 
| industry in 1959-60 than it did in 1955-56. 
$100 million spent in hog marketing incentive payments would do 10 times 
the good for producers and for the azricultural economy that the same 
id amount of money spent in pork and lard purchase and disposal. 
The hog incentive payment plan, in the form in which we have recom- 
mended it, would result in a price improvement of at least $4 per hundred- 
re weizht on hogs in the coming year. In Minnesota, this would mean $45 
| million more income; in the major hog States almost $500 million more 
{ 


income in the coming year. 

The bills introduced by Representative Hogan and Representative McGovern 
| in the House and by Senators Humphrey and McCarthy in the Senate, are 
ot / similar in lanrua‘e. The provisions are generally in line with the original plan 
YD. | upon which we testified in 1956 before this committee. 

Several possible improvements deserve consideration to make the bill as 
effective as possible: 

1. The incentive level of $14 may be too low to attract much interest or partici- 
| pation among producers. We would suggest that the bill specify that the in- 
to | centive payment should be $3 per hundredweight if hog prices are less than 
en | $14; va ; hog prices are between $14 and $16, and $1 if hog prices are between 
$16 and $18. 


oe 


x 2. There is a problem of operating the program in a way so that prices are 

| improved, but at the same time so that no encouragement is given to an ex- 

iM ; pansion of hog numbers, ade t s could be done by prohibiting payment to 

ce, | any producer, unless he certified at the time of application for payment that his 
current marketings are not exceeding his 3-year average marketings. 





3. Limitations on the support program are desirable in order to assure that the 
@P | benefits accrue to the family-farm type of operator. Sometimes, these limitations 
| prove to be difficult to enforce or administer. Establishment of dollar limits are 
he | often complex and debatable. Rather than a prohibition of payments to Anyone 
gg, | earning $5,000 or more in nonfarm income, perhaps it would be more workable 
| to prohibit payment to any producer whose off-farm income exceeds his net 
‘income from agriculture. 
| 4. To assure that the support benefits would largely go to the family type farm 
Mr. operator, a lower limit might be set on the amount of payments which could be 
hat | "eceived by an individual in a year. A top figure of $1,200, for example, would 
allow a farmer to market 200 hogs and still qualify for the incentive payment if 
the rate were at the maximum of $3 per hundredweight. As the bill now reads, 
at the maximum rate, a farmer could market 580 hogs and still qualify for the in- 
ota , centive payments. At the minimum rate of $1 per hundredweight, a farmer could 
{market 1,750 hogs and still qualify for the incentive payments. This would in- 
clude a much larger type of operation than would normally be considered as 
ron | Within a family farm level of production. 


ock PROBABLE PROGRAM RESULTS IN 10 LEADING STATES 


| A system of hog marketing incentive payments, as proposed herein, would 


result in a substantial reduction in the volume of dressed pork on the market. 
"for | According to our estimates, the reduction in volume, if the program brought one- 
hese | third of the hogs to market at 200 pounds instead of 240 pounds, would be a 
| Cant enough to rally open market prices to the range of $18 to $19 per hundred- 
weight for the year, compared with an expected annual price average of about 
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$14 or less. Potential gain through the program can then be estimated at g 
minimum of $4 per hundredweight. 

The table following, shows the difference in income to each State in having 9 
$14 average price or an $18 average price for the year: 
































| Pe 
| Probable | Gain to farm- | Probable | Gain to farm. 
imarketings | ers through jmarketings | ers through 
State | for year $4 increase || State for year $4 increase 
(million in prices (million in prices 
head) | head) | | 
| _ —| ve} | 
Bee etc: PP 18.4 | $147,000,000 || Nebraska_- . | 3.7 $29, 000, 000 
Illinois. _._...- aa aacat 10.1 | 80, 000, 000 || Wisconsin pian 2.9 | 23, 000, 000 
Indiana_----.- pecelal 7.1} 56, 000, 000 || South Dakota --- 2.3 | 18, 000, 000 | 
Missouri . 5.8 | 46, 000, 000 Georgia..... pias . 1.6 12, 800, 000 
Minnesota__---- okly 5.6 | 44, 800, 000 || * ane 
es Be ddd P25. 2: | 4.3 | 34, 000, 000 |} 10 States_..._- ; | 61.9 | 495, 000, 000 
ANALYSIS OF THE HOG SITUATION | 


This committee is aware of the impending increase in feed supplies and the 
increase in livestock numbers. 

There is no question but that a continuation of the Benson policy of lowering 
prices and expanding production will lead to catastrophe for producers of livestock 
in the next year or two. | 

Hog prices already this summer in our area of the country have been well below | 
the level preceding the disastrous price collapse in 1955-56. 

Any interested person ought to take warning from the fact that we will have 
more hogs and considerably more feed per animal unit than in 1955 and that 
there is no immediate prospect of an increase in per capita pork consumption, | 
All the elements are present for a worse price collapse than in 1955-56. 

While the hog problem has become very serious, it has not yet become | 
unmanageable. 

There is still time for action which could strengthen hog prices now and head 
off the huge oversupply which is feared later this year and in 1960. 

What sort of action should it be? Individually, hog producers can do little to 
affect market supply one way or another. The administration has no proposal 
which would enable hog producers to help themselves to level off the recurring 
boom and bust cycles which are so disastrous to producers and to the agricultural 
economy and which are of no benefit, for that matter, to consumers. | 

| 


NO LEADERSHIP FROM USDA 


It seems apparent that the Secretary of Agriculture is determined not to do 
anything more to strengthen hog prices in 1959-60 than he did in 1955-56. 

All indications are that he will carry on a token program of purchase and dis- 
posal of prepared pork products and lard, but it is likely he will delay action as 
long as possible and carry it out only on a limited scale. | 

Reports are that the plans for a pork-buying program are ready, but that they / 
will not be put into effect until prices drop below $12 per hundredweight, and in | 
any event, not before the completion of the fall breeding season. 

The theory underlying this attitude of the USDA administrators is that an 
adjustment in hog production is needed and that the only way to accomplish it 
is for some of the producers to be adjusted out of production by the threat of low 
prices and ensuing bankruptcy. 

The reasoning of the Secretary is that if any help were given now, this would 
tend to have the effect of encouraging expansion of hog numbers. 

In 1955-56, as it will be remembered, the pork-buying program was delayed 
and carried out on such a limited scale that it did not prevent the hog markets 
from dropping to $9 to $10. Nearly 200 million pounds of pork products and some 
lard were purchased, equal to about 2 million live hogs, but the purchases were 
timed so that they came after the major damage had taken place. | 

In its effect, the pork-buying program was of more help to the processors and | 
packers than to the farmers. 

The 1955-56 experience and the indication that the Eisenhower administration 
intends to follow the same pattern in 1959-60, makes it urgent that efforts be! 
made to develop a better approach. 


— 
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We do not oppose the pork and lard purchase and disposal programs. Such 
programs are better than nothing. The price collapse might well have been 
worse, except for the purchases which were made. 

However, such a program does not give anything but temporary relief and it 
js costly considering the amount of benefit realized by producers. 

We feel that we should look in the direction of a system which would not only 
do more to get an immediate strengthening of market prices, but also give promise 
of approaching a solution to some of the problems in hog marketing. 


BASIC PROBLEMS 


There are a number of serious problems facing the hog industry. 

Per capita consumption of pork has been dropping for several years and it is 
quite obvious that excessive fat is causing this loss of favor with the consumer. 
For example, if we could regain the per capita consumption rate which prevailed 
on pork in 1952, we could market 7 or 8 million more hogs a year than we are 
now doing. 

However, there is little in the marketing or pricing system to encourage the 
production and marketing of a lean-meat class of animals. In some instances, 
actually, there is an incentive to feed the hogs to heavier weights than is really 
desirable. 

From the standpoint of the pork that will be derived from the animal, the 
best marketing weight is in the range of about 180 to 200 pounds. 

But, the tendency of the marketing system is to encourage the farmer to wait 
until the price is right rather than marketing the animal when the weight is right. 

This is not something which the hog producer can do anything about, as an 
individual. 

If he has February or March pigs, chances are that he will want to market 
them light in order to get them sold before the seasonal price break in late fall. 
If he has May or June pigs, he is usually better off, pricewise, to hold them off 
the market until markets have begun to rally from the fall downturn. As a 
result, he may actually be getting a better price even though his hogs by then 
have reached 250 or 300 pounds. 

At any time of the year, as a matter of fact, there is not a sufficient premium 
paid by packers to recognize the marketing of top-grade hogs at best weights. 


INCENTIVES FOR LEAN HOGS 


The erratic nature of the marketing system and the fact that there is little or 
no incentive for producers to market lean, desirable hogs leads us to the conclu- 
sion that the most important, single step which could be taken to improve hog 
markets and prices would be the adoption of the proposal for incentive payments 
on hogs marketed at 200 pounds or less. 

This plan, under which incentive payments of $1 to $3 per hundredweight 
would be offered on hogs marketed at 200 pounds or less would enable farmers to 
market their hogs when they reach ideal weights, rather than to hold~them to 
heavier weights. The incentive payment would be large enough to make up for 
any normal gain which the farmer might expect to make by feeding the hogs a few 
more weeks. 

By bringing the hogs to market at 200 pounds instead of the normal average 
of 240 to 250 pounds, a reduction of 20 percent in pork volume could be achieved 
and an important part of this reduction would be in lard, since the proportion of 
lard on a 250-pound hog is noticeably greater than on a 200-pound hog. 

Along with a system of such incentive payments, we believe it would be im- 
portant to institute a compulsory grading system, preferably by carcass grading. 

With such a system of compulsory, official grades, there should be a system of 
price differentials, that is premiums or discounts, to encourage production and 
marketing of top-grade animals and discourage the marketing of inferior types. 

Although a system of grades does exist in this country, it is optional and it is 
not used in many markets. Only a comparatively small percentage of the hogs 
are bought on the basis of grades. Even where grades are in use, the farmer 
usually is not properly informed of the grades or why his hogs graded as the ” did. 

In 1940, Canada adopted a system of marketing through carcass grades and 
weights. 

At the present time, according to a congressional study, about three-fourths of 
the hogs marketed in Canada are equal to U.S. grade 1, and virtually all of the 
remainder would grade in the top half of U.S. grade 2. Hogs which would grade 
U.S. grade 3 are practically unknown on the Canadian markets. 


45357—59 3 
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By contrast, only 15 to 30 percent (according to varying estimates) of the 
barrows and gilts sold in the United States are equal to U.S. grade 1. 

A good indication of the importance of encouraging top-grade production is the 
fact that in Canada, a top-grade hog will have an output of only 10 pounds of larg 
for the carcass, while in this country, the average hog carries about 34 pounds of 
lard. 

The system of specified minimum price differentials in Canada also is important 
There is a price differential, for example, of $3 per hundredweight (carcass weight) 
between the Canadian grade A and grade C. The price differentials paid by meat. 
packers in Canada are about three times greater than thse paid in this country 
according to USDA studies. me 

Of course, the problem of compulsory grades and price differentials is a matter | 
for separate legislation to he studied and developed at a later time. We point to | 
it here simply as an essential feature of any long-range program and to suggest 
that after the adoption of grades, incentive payments might be limited to top- 
grade hogs within the weight limits. 

The first and most necessary step is to put the incentive payments into overs. 
tion and begin to achieve some degree of stability in market volume and hog 
prices. 

We urge the committee to report the bill favorably as soon as possible to the | 
full committee. 


Se ——————_ - 


Mr. Poace. Are there any other questions? 

Mr. Quiz. I do not know whether you can give this information| 
or not. 

Do you recall the cost of the pork-buying program the last time it 
hit a low? 

Mr. Hogan. No. But most of the pork buving at that time was 
buying up a lot of lard which we did not need. | 

Mr. Quire. I wonder if Mr. Baker can tell us. 

Mr. Baker. I do not remember offhand. 

Mr. Poagsr. This goes to the farmers direct? 

Mr. Hoaan. This payment goes directly to the farmer. 

Mr. McGovern. In addition, this program is something that could 
stabilize the whole economy in areas where the purchasing power is | 
very low. This bill is designed to help to increase the local business- 
man’s position, as well as that of the farmers. 

Mr. Jennincs. Actually, will it not help also, because you will 
have a leaner type of hog than you would if you waited until you got | 
a lot of lard. | 

Mr. Hoaan. That is true. 

Mr. Poace. Maybe it would be better to have it 175 to 190, rather 
than up to 180 and 200. 

Mr. Hogan. I do not believe that we can drop them any lower | 
than 180 to 200. 

It takes about 11 bushels of corn to make 100 pounds of hog. So, | 
actually, if it takes about 22 bushels of corn to fatten these hogs out, 
with the Commodity Credit Corporation giving $1.12 for the corn, 
a 200-pound hog, that is, the corn actually will cost the farmer for that 
about twenty-four dollars and some odd cents, and he would only get, 
if the hog weighs 200 pounds, at 14 cents, $28 for the hog. And he 
has made a profit of about $4 or less. That is not much of a profit. | 

Mr. Latta. Is it not a fact that you can by using supplements | 
reduce the feeding time and the overall cost? You are talking about 
straight corn hog feeding. 

Mr. Hogan. That is right. 

Mr. Larra. You can reduce that cost by using supplements, can | 
you not? 
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Mr. Hoaan. If the farmer has a large number of hogs, and he 
Joses one or two, he has not made anything, either, even if he does 
cut down on the amount of the feed. 

Mr. Larra. Is not the subject the cost of preparing hogs, the 200- 
pound hogs for market? 

Mr. Hocan. In my bill it would be between 180 and 200 pounds for 
him to get the incentive payment. If he sold hogs at 240 pounds, he 
would not get the paymént. 

Mr. Latra. You made the statement that he would get $24 for the 
corn and when he sold the hogs he would get $28. 

Mr. Hoaan. Yes. 

Mr. Larra. That would increase the cost bv corn feeding. 

Mr. Hoaan. I do not know exactly what it would cost to feed a hog 
with the supplement feeds, but I am sure it will not make too much 
difference. 

Mr. Larra. He would not make much of a profit. 

Mr. Hogan. And this pay rent would go straight to the farmer. 

Mr. Suorr. If [| understand your bill properly, your bill in effect 
provides that the price of these hogs will be at 14 cents, or a payment 
provided to maintain prices at that level. 

Mr. Hoa@an. That is right. The Secretary of Agriculture would 
make the incentive payment 10 days before the first of exch month, 
from $1 to $3. If hogs went to $10, $3 would be the incentive pay- 
ment; that is, that is all it would be. If they went to $9 it would 
still be $3. 

Mr. SHort. If they went below that, he would still get it? 

Mr. Hogan. That is right. 

Mr. Sort. In other words, you would not get the full payment? 

Mr. Hocan. No. 

Mr. Larra. It seems like every time the hog market or any market 
is distressed, we attack it, in my viewpoint, from the wrong end. We 
attempt to artificially raise the price to the farmer without doing any- 
thing to aid consumption. I have a typical case of what | mean. My 
wife goes to the grocery store, picks up pork chops, and I have not seen 
any reduction in the price, even though the cost of hogs to the producer 
has gone down considerably. We still pay 90 cents or $1 a pound for 
pork chops. 

It seems to me that if this committee could put some attention on 
that fact and find out why the price to the consumer has not gone 
down, as the producer’s cost has gone down, I think that we would be 
attacking the problem effectively. Certainly, we would eat more pork 
chops if they were selling at 75 cents a pound rather than $1 a pound, 
with a resulting reduction in the number of hogs. I think we should 
stress this matter. 

Mr. Jennrnos. If I might attempt to reply to the remarks made by 
Mr. Latta on that very point. I served on the Consumers Study 
Committee for about 3 vears, or perhaps longer. We made several 
studies. We went to New York and held hearings. I think that those 
hearings were very beneficial. 

Those studies revealed some of the things that you just pointed out 
and have been talking about. There is the cost to the processor, and 
what the American housewife is paying. They still want pork chops. 
And the hog is not made up all of pork chops. You do find in it, the 
lower quality, less desirable parts of the carcass would sell at a low 
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price. It isa great problem. But it does not solve the problem for 
the farmer. 

Mr. Quiz. I read an article about a hog farmer, who, as his profits 
went down and the price on the market went up, bought some stock 
in a packing firm. 

Mr. Suorr. Part of it is that when the price is down it is usually 
because of an increase in volume of hogs or cattle or whatever may be | 
going to market. The packer’s profit, certainly, is on the basis of | 
volume rather than on the basis of the price level. That is the reagon 
for the increase in the packer’s profits when the price of the commodity 
is low. 

Commenting on what Mr. Latia said, this is a part, of course, of | 
our marketing system. The packer, like everyone else, buys every- 
thing he can buy as cheaply as he can and he sells as high as he ean, 
I never saw a packer pay any more for a cow or a hog or a sheep or 
anything else than he wanted to. That is usually the fact. And he 
usually does not immediately adjust the price—as we suppose he 
should sometimes—for the retail product when the price for the raw 
product goes down. | 

I am not sure, but I do think that there will be more of an interest | 
in and an effort on the part of the chainstores to advertise “‘specials 


eee 


on pork” in the face of this increased supply. 

The livestock people have done some work along that line in getting 
the cooperation of the chainstores, who, after all, do the vast bulk of 
the business, to put on special sales, which, if it does not have the effect 
of materially reducing the price to the housewife, has a slight effect 
on it. It does have the effect of moving a greater volume and getting 
a greater volume off the market. 

Mr. Jenninas. I think this is a better approach. Certainly, this 
is the second one we have had. In the other one, as was pointed out, 
we waited until hog prices hit the bottom, and then we started buying 
some processed meat on 9 bid basis. We actually found that some 
of the processed product was selling cheaper on the grocer’s shelf 
than we were paying for it from some of the same processors. 

It was demonstrated here that the prices that they were paying | 
for pork to the packer—lI believe that is right, 69 cents—and through 
the marketing process, channels, on the grocer’s shelves, the same or 
comparable products were selling cheaper on those shelves at the 
grocery store, at about 53 cents, I believe. 

So the Hogan bill is a direct approach. I think it is certainly werthy 
of a try. 

The only question I have, and the same concern as the chairman has | 
expressed, is the weight of these hogs. You are not dropping very | 
much. You are not giving much incentive when you drop from 205 
to 210 down to 200 pounds. I think your top is just a Fittle high. | 
Perhaps it should come down to 195 to 190 pounds to really get the | 
goal we are striving for. | 

Most of the farmers strive to market their hogs at around 200 | 
pounds because it has been pointed out that is the growth feed balance | 
relationship that is profitable. We are not going to achieve the goal | 
otherwise. 

Mr. Hoean. I know that Mr. Cannon of Missouri wanted me to | 
put it up to 210. 

Mr. Jennines. Why? 


ee, 


$$, 





wi 


ho 
ou 


prok 
Und 
vent 
thro 
into 
In 
befo 
and 
hog 
actic 
inter 
It 
woul 
rapic 
befor 


& sul 


prog 
1 Fo 
for th 





for 


fits 
ock 


ully 
be 
of 
30n 
ity 


of 
Ty- 
an, 
) or 
he 
he 
‘aw 


rest 
lals 


ing 
¢ of 
‘ect 
fect 
ing 


this 
ut, 
ing 
me 


helf 


ing 
ugh 
» Or 


the | 


thy 


has 
ery 
205 
igh. 


the / 


200 
nee 
roal 


» to 


PAYMENTS ON LIGHTWEIGHT HOGS AND SALE OF HAY 17 


Mr. Hoaan. I told him that I had it from 180 to 200. He agreed 
with that. 

Mr. Poace. If you make it as high as people are already selling 
hogs for, then you do not achieve the major objective that you point 
out. 

You emphasized the fact, and I think very well, that this would not 
be simply a payment to the farmer but it would be a method of 
controlling the supply. It is not a method of controlling the supply 
unless the farmer sells at some lower weights than he would otherwise 
sell. He can already sell the 200-pound hog. You lost the major 
objective that you point out when you do not cut those weights lower 
than the hogs are selling today. 

Mr. Jenninas. The result would actually mean the farmer will 
sell just at the top of that level anyway. 

Mr. Hocan. I would say so. 

Mr. JENNINGS. He is going to sell the 190- to 200-pound hogs, or 
as close as he can get to it. He will sell the 180- to 190-pound hogs, 
if you put it there. And he will get some pay for doing so. 

Mr. Hoaan. I would have no objection to changing it to 175 to 
190 pounds, with 190 pounds as its maximum. 

Mr. Poace. The 175 is not the important thing. The 175, as Mr. 
Jennings just pointed out, does not, as I see it, have the slightest effect 
on it. Why should not the farmer who wants to sell his hogs at 115 
pounds? 

Mr. Hogan. I do not imagine that he would sell them. You have 
got to have a graudation. 

Mr. Poace. If you set it less than 200, I think that it would work; 
it would achieve a whole lot more effect, if you do. 

Mr. Hocan. That would be all right. 

Mr. Poace. We can discuss those matters in executive session. 

Is there any further testimony? 

Mr. Hoaan. I have another statement here that I would like to 
put into the record from the National Planning Association. 

Mr. Poace. Without objection, that will be inserted in the record 
at this point. 

(The statement is as follows:) : 


Too Many Hoas 


Heavy hog supplies in 1960, and resulting low prices, are likely to create a 
problem which will seem all the more acute because 1960 is a presidential year. 
Under these circumstances there will be many pressures for Government inter- 
vention. There are likely to be proposals submitted which will not stem from a 
through analysis of conditions but from political expediency and which, if put 
into effect, might be detrimental to hog producers. 

In this situation it is desirable that prompt attention be given to the problems 
before they become acute, in the hope that conditions can be carefully appraised 
and the best course of action determined. In the following pages the feed grain- 
hog situation is set forth, and consideration is given to possible Government 
action should conditions under the free market seem to make Government 
intervention desirable, 

It should be emphasized that the type of Government action which we believe 
would be most appropriate snd which is set forth below is designed to slow the 
rapid buildup in hog numbers and bring about a quick adjustment in production 
before farmers’ income from hogs becomes critically low. It is not advocated as 
a substitute for free market! price determination in the long run. Unless the 
program is carefully administered and operated only as a short-run measure, it is 

! Footnote by August Dahme: ‘ In my opinion, the free market concept is a thing of the past, except 
for those few who still want to apply it to the marketing of farm products only.’”’ 
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possible that Government intervention in this area could create problems more 
numerous and severe than those which it is designed to alleviate. 


PRESENT FEED GRAIN SITUATION 


For 7 consecutive years the stocks of feed grain have increased and by October | 
1959, will be nearly four times the level of 1952, which was considered to be about 
anormal carryover. This has occurred during a period when the number of grain. 
consuming animal units was relatively large and the quantity of feed per anima] 
unit was at an all-time high. It has occurred during a period when the population 
of the country was expanding at the rate of nearly 3 million persons per vear and 
the consumption of meat and poultry per capita averaged above any other 7-year 
period since the turn of the century. Yet, surplus stocks of feed grain have 
accumulated at a rate of about 8 million tons per year. 

The present feed-grain carryover will amount to about 75 million tons by 
October 1, 1959. Practically all of this carryover is owned or under loan by the 
Commodity Credit Corporation. The annual excess production of feed grains 
and the magnitude of present storage stocks have become major problems. 

The production of feed grains for each year from 1955 through 1958 was higher 
than for any previous year except 1948 (and the last 2 years were all-time records), 
Despite the fact that the Government through iis price support programs has 
accumulated record surpluses, prices of grains have fallen rapidly. The price of 
corn fell from about $1.72 per bushel before the new crop was available in 1952 
to about $1.16 during the same period of the year in 1958. The price of oats fell 
from about 80 cents per bushel in the summer of 1952 to 56 cents in 1958. The 
price of sorghum grain fell from $1.61 per bushel to 97 cents during the same time, 


OUTLETS FOR FEED GRAIN 


Over 80 percent of domestic feed grains are used for feeding livestock. The 
demands for feed grains for food, seed, and industry normally account for about 
a a tenth of total utilization. Exports, which acccunt for the remainder, haye 
varied from 0 to 7 percent. 

In 1958 utilization of feed grains for livestock feeding was at an alltime high, 
Net exports of feed grains were also a record. Usage for food, seed, and industry 
woes as high as any year since 1950 and only 1.8 million tons below the record 
high in 1944. Total utilization was nearly 6 million tons above 1957, the previous 
record year, and over 14 million tons more than any year before 1957. 

It is apparent that the rate of utilization of feed grain is at a record level. It 
also appears that livestock feeding offers the most likely outlet for any large 
increase in feed grains. All other uses combined seldom vary their utilization 
more than 2 or 3 million tons per year. Unless many new uses are found in the 
food for other domestic industries, or much more can be exported, any large 
changes in total utilization are likely to come from livestock feedings. 

Cattle feeding is at an alltime high. However, the current buildup in cattle 
numbers will mean that there will soon be a greater supply of lower grade cattle 
on the market to compete with fed cattle. Under free market conditions it is 
unlikely that cattle feeding will increase very fast in the face of rising pork output 
and, later, rising total beef output. Cattle feedirg remained practically constant 
from the end of 1952 (5.762.000 head), when large marketings of lower grade 
cattle began, until the end of 1957 (5,867,000 head), after the cattle and hog 


cycles had turned downward despite the fact that the supply of feed grains was | 


large and increasing during this period. 


Poultry production is also at an all time high after a rapid increase during the | 


last 4 vears. However, with increasing red-meat produciion, it is unlikely that 
the rate of expansion in poultry will be maintained over the next few years. 
Poultry consumption per capita in 1959 is estimated to be 35 percent over the 1955 
rate. However, during that time red-meat consumption per capita dropped 3 
percent. During the preceding 4 years from 1951 to 1955 the trends were quite 
different: red meat consumption per capita rose 18 percent and poultry consump- 
tion per capita increased only | percent. 

One of the most probable outlets for part of the present large feed grain supply 
is the hog industry. This industry is already a big user of feed grains. About 
80 million hogs are produced for sale in this country each year. Usually about 
450 pounds of feed concentrate are fed for each 100 pounds of live hogs, or about 
one-half ton per hog marketed. This amounts to about 40 million tons of feed 
grain per year. 
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During the past year, under conditions which favored an expansion in hog pro- 
duction, numbers have increased rapidly. It is almost inevitable that the increase 
in hog production will result in an even larger percentage decrease in hog prices. 

Large price reductions at retail are necessary to stimulate consumers to purchase 
the increased production. These price reductions are so large that the farmers 
aetually receive less total dollars from the marketing of a large crop of hogs than 
they do from a small one. 

Recent estimates indicate that a 10-percent increase in hog production is asso- 
ciated with about a 25-percent decrease in hog prices. The likely income depres- 
sion resulting from the current increase in production is one of the big problems 
currently facing the hog industry. 


NO QUICK SOLUTION FOR GRAIN PROBLEM THROUGH HOG EXPANSION 


However, any sharp buildup in hog numbers could give consolation in one 
respect: it would mean larger disappearance of feed grains. The thought might 
be entertained that at a reasonable cost, a hog program could be established 
with the object of using up the surplus feeds within a short period of time. But 
there is little hope of this, even if production of feed grains were held in close check. 

The two problems, one of huge grain surpluses, the other of low and cyclical 
incomes to hog producers, are diametrically opposed. Any attempt to quickly 
feed a substantial amount of the grain surplus through hogs would severely 
depress the hog industry, disrupt resources in the industry, and would likely be 
very costly to the Government because of political pressures to assist the distressed 
producers. On the other hand, any attempt to reduce hog production to raise 
prices in the short run would add to the grain surplus. 

The carryover on feed grains on October 1, 1959, will be about 75 million tons 
or 55 million tons more than a “normal” carryover. The approximately 80 
million hogs which are now produced each year consume about 40 million tons 
of feed. This rate of production has grossed the farmer an average of about 
$17 per hundredweight during the last cycle. 

If hog production through a high support price were increased an average of 
25 percent to about 100 million hogs per year, usage of feed would be increased 
about 10 million tons per year. But if the recent relationship between hog 
production and prices continued, prices of hogs on a free market basis would fall 
approximately 60 to 65 percent to average about $7 per hundredweight. This 
would reduce annual gross farm income from hog marketings on the free market 
from the $3.2 billion which it has averaged recently to about $1.6 billion, a reduc- 
tion of about $1.6 billion per year. And even at this rate of hog production, it 
would take about 5' vears to reduce the present feed surplus to a level of 20 
million tons, assuming that the production of feed grains, beginning with the 
1959 crop, were successfully adjusted to other demands so that there were no 
new additions to surplus. During these 5% years, gross income to hog farmers 
from the free market would be reduced about $9 billion relative to the average 
hog income over the past few years, 

To look at the problem from another angle, suppose the current surplus grain 
stocks were insulated from the market, that is, ‘‘frozen’’ at their present size of 
75 million tons. If this were done and if production continued to outrun utiliza- 
tion by about 8 million tons a year, what would be the effects if the excess out- 
put were fed through hogs? ‘This excess production would feed about 16 million 
more hogs per year, increasing hog output 20 percent. Prices of hogs would 
probably drop about 50 percent, or from $17 to $8.50 per hundredweight, and 
cause gross farm receipts from hogs to decline from about $3.2 billion to about 
$1.9 million per year. 

THE HOG PROBLEM 


Although it does not seem feasible to support hog prices at a level which would 
insure a large reduction in feed grain surpluses or even hold surpluses at their 
current level, it should be recognized that a critical problem in hog production 
is developing. This problem may need to be dealt with without attempting at 
the same time to solve the problem of feed surpluses. As mentioned earlier, 
nearly 2 million hog producers who make up the industry are now building up 
numbers rapidly under the incentive of favorable price relationships. Last fall’s 
pig crop was 17 percent greater than in 1957; the 1959 spring pig crop in nine 
Midwestern States is estimated at 10 percent over a year earlier; and the 1959 
fall crop seems certain to exceed the year earlier crop. Almost certainly the pro- 
duction will be carried past the point of satisfactory prices, and farm income from 
sales of hogs on the free market is likely to drop sharply. 
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That hog production can increase very rapidly is evident. Under wartime 
conditions, federally inspected hog slaughter increased from 49 million for the 
year ending May 1942 to about 75 million for the year ending June 1944, ay 
increase of over 50 percent in 25 months. ‘This occurred with a carryover of 
feed grains of only about 20 million tons, instead of the present 75 million tongs 
and with feed grain production of about 110 million to 120 million tons per year 
instead of the present 140 million to 150 million tons per year. 

From the vear ending June 1954 to the year ending October 1956, federally 
inspected hog slaughter increased from 50.3 million to 67.6 million hogs. This 
was a 34 percent increase in 28 months and occurred under peacetime conditions, 
It occurred with a feed grain carryover less than half the present size, during 
years of average feed grain production with grain prices above present levels and 
during years of relatively high beef production which furnished strong competition 
against pork. Under preent conditions of record large stocks of grains, record 
large current grain production, record hog-corn ratios in 1958 (average 18.6: 
previous record was 17.0 in 1926), and less competition from beef, the ingredients 
for a rapid buildup in numbers exist. 

Production changes of the magnitude indicated above can bring violent changes 
in tne free market prices for hogs. The annual average price received by farmers 
for hogs dropped from about $23 during the year ending May 1954 to about $13 
during the year ending July 1956. Thus the price was nearly halved in 26 months, 
When the cyclical effects are compounded by the seasonality of production, even 
more fluctuation is observed. The farm price of hogs varied from a monthly 
average of $26.40 in April 1954 to only $10.60 20 months later. Cash receipts 
from sales of hogs fell from an annual level of $3,455 million in 1954 to $2,628 mil. 
lion in 1956. 
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LIKELY EVENTS WITH NO GOVERNMENT INTERVENTION 


Under free market conditions, the present expansion in hog breeding which 
began about January 1958 will likely continue through at least part of 1960, 
Under conditions which did not appear to be any more favorable, if as favorable, 
to increasing hog numbers, the expansion in breeding during the last evele con- 
tinued for 26 months. 

Marketings will likely peak during the winter and spring of 1960-61 and prices 
are likely to be near, and could slip below, prices of the 1955-56 winter low. 
A more level seasonal pattern of marketings may help keep prices from going 
extremely low during any particular month. But it is also possible that such a 
pattern could result in prolonged low prices for several successive months. At 
the bottom of the previous price cycle, the farm price of hogs was below $12 only 
in December 1955 and January 1956. It is possible that in the current cyele 
prices will be below $12 for several months. The low prices will precipitate 
liquidation of breeding stock and subsequent low production and high prices, 
and the cycle will proceed unabated. 

The instability of production which tends toward cyclicality not only has 
adverse effects on farm incomes, but it creates problems for market agencies, 
packers, and consumers. Fluctuations in hog production undoubtedly cause the 
establishment of excess marketing and processing facilities. It probably results 
in such facilities being operated at other than optimum levels of efficiency much, 
if not most, of the time. It tends to cause earnings of packers and marketing 
agencies to vary rather widely, as they are presented with problems in trying to 
merchandise a perishable product with resources which cannot be made as flexible 
as pork production. A highly variable supply for retail distribution is also 
undesirable because of the possible effects it has on the demand for pork. The 
high prices which tend to follow unduly low prices cause consumers to turn to 
alternative foods with the probable result that pork has to again fall to unduly 
low price levels to attract back some of its former consumers. 

Even though the outlook for hogs during the next 18 months is not bright, 
there will be strong and well reasoned arguments to let the situation run its 
course without Government interference: ‘‘The cure for 10-cent hogs is 10-cent 
hogs.’”’ Nevertheless, as numbers build up and prices decline, pressures for 
Government action will probably intensify. The peak of production is likely to 
come during the 1960 election campaign and it is only realistie to expect wide 
discussion of the problem. Careful thought needs to be given now to the question 
of what the objectives of Government action should be, and to the program 
which might best accomplish these objectives. 
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GOVERNMENT INTERVENTION 


If the Government should decide to intervene in the developing hog problem, 
the principal objectives of any action should be to— 

(a) encourage an adjustment in production before free market prices go 

as low as they would in the absence of Government action; and 

(b) supplement hog farmers’ incomes during a period of unduly low prices. 
At the same time, any Government program which might be adopted should be 
reasonable in cost and relatively simple in administration. It should not aggra- 
vate the present feed situation (over the course of a cycle at least as much feed 
should be utilized as would likely be consumed in the absence of the program), 
and there should be assurance that the program does not create more serious 
problems than it attempts to solve. 

The types of Government action most likely to be considered by Congress and 
the administration are direct payments to farmers, surplus removal through 
Government purchase, and direct control of production. 

One plan of production control would be to directly control the total number of 
hogs which could be marketed. This might be done through the use of negotiable 
marketing certificates. A farmer could market only the number of hogs for 
which he possessed marketing certificates. The hogs marketed would be sold 
on the free market with the resulting prices determining total gross income to 
farmers. The level at which marketings would be set would be very important, 
as this would be the key to the level of resulting income to hog producers. 

However, this plan has several drawbacks as a solution for the immediate hog 
problem. Such a program would create inordinate administrative difficulties 
and take some time to put into effect. Without the slaughter of young pigs, it 
could not begin to control eventual slaughter until at least 6 months after its 
initiation. Whether the mechanics of the program could easily handle the prob- 
lems of the corn-hog farmers, the feeder pig producers, and the specialized hog 
feeders is not fully known. In any event, it appears that this type of plan would 
be too slow to avoid the present problem facing hog producers during the next 
year or two. While it might be effective for the longer run as a means of stabiliz- 
ing production and incomes, it would require a degree of regimentation which 
would be unacceptable to large groups of producers. 

Another plan would be to attempt to control livestock output by controlling 
feed grain production. This does not offer much hope of coping with the present 
short-run situation, because it is now too late to do anything about controlling the 
1959 crop. 

Governmental buying and surplus disposal programs are almost certain to be 
proposed as hog prices skid. These are essentially transfer payments from tax- 
payers and consumers to hog producers. However, it is difficult to find outlets for 
such purchases. Any large amount of disposal in the domestic market would 
probably have some adverse effect on the normal demand for pork. It is difficult 
to dispose of any large amounts in foreign markets without creating diplomatic 
problems. Such a program would not be effective in bringing about an adjust- 
ment in hog production; nor could it likely be of such magnitude as to have any 
material effect on producers’ incomes. However, it should be used to the extent 
that it is feasible. 

A program of direct Government payments to hog producers is another means to 
adjust production and to supplement hog producers’ incomes. Such payments are 
in reality transfers from the taxpayers to hog producers. 

There are several possible means of direct payments. One is to set a ‘floor’ 
price and pay the farmer the difference between the actual price received in the 
free market and the guaranteed ‘floor’ price. Another is to pay a subsidy for 
lightweight hogs in the hopes of having an immediate effect on the volume of pork 
produced. This plan, which could be effected at the peak of the cycle with little 
advance planning, might also be limited to top grade hogs. Another suggestion 
is to pay a subsidy for female stock. This should be done before the cyclical peak 
is reached because, if successful, the immediate result is additional pork on the 
market but with the expectation that marketings about a year later would be 
reduced. Still another plan might be to announce a guarantee for a certain 
“floor” income, whereby total cash receipts from marketings would be announced 
for some period such as a marketing year. After the period of time, the difference 
between cash receipts derived from sale of hogs on the free market and the 
guaranteed level of cash receipts would be distributed by the Government to the 
farmers according to some predetermined and preannounced formulas. 
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DIRECT PAYMENTS 


If governmental action is to be taken, it would appear that direct payments 
to farmers offer the best promise of dealing with the currently developing short. 
run hog problem. A direct payments program on lightweight hogs, properly 
conceived and administered, could accomplish the primary objectives set forth 
above. It would supplement producers’ incomes; and by being applicable to 
only lightweight hogs, it would reduce the total potential pork which would 
normally be marketed from the available hogs, and thus of itself tend to raise 
prices and reduce the amount of subsidy. It would allow the free market forces 
of price differentials for quality, location and such factors to operate. It would 
reduce lard production, and provide leaner pork to consumers which could result 
in an increased demand for pork. It could be set up and be put into effect in g 
relatively short time, and would be readily understood by those involved. While it 
would lower the utilization of feeds in the short run, by tending to smooth the 
fluctuation in production, the amount of grains consumed over the entire cycle 
should be as high as if the free market were allowed to run its course, 

The problem of the level of direct payments is difficult, and yet setting the 
support at or near the correct level is crucial to the success of the program, 
Study in this area indicates that there is only a very narrow range—probably not 
more than $2 per hundredweight—in which the support price could be set so that 
it would bring about an orderly adjustment of hog production and at the same 
time be of value in maintaining the income of hog producers at a reasonable level, 
It is conceivable that there is no price which would simultaneous accomplish 
these two goals. Nevertheless, the type of program considered below, if properly 
administered, appears to have the most hope among various alternatives of 
bringing about a rapid adjustment in numbers and providing a stabilizing effect 
for the hog economy. 

It is not known how hog producers would respond to a known price under 
present conditions of large corn supplies at low prices, a smoother seasonal of 
hog marketings, and more fixed capital in hog production facilities. There has 
been no peacetime experience to draw upon in this area, There is little experience 
from which to estimate at what level of prices or hog-corn ratios the hog industry 
contracts production. Before the vears of large grain surpluses, hog production 
varied mostly because of the size of the year’s grain crop. If the crop was large, 
hog production usually expanded; if the crop was small, breedings were usually 
reduced. Since the advent of large surpluses, only one cyclical downturn in pro- 
duction has occurred, that in 1955 and 1956. It appears that the downturn then 
was more directly in response to price than to anv particular hog-corn ratio. 
A hog-corn ratio of about 11 to 1 resulted in substantial decreases in some months, 
increases in others. Apparently, a higher hog-corn ratio was needed to spur in- 
creases in production during the last 2 years than in the previous cycle. Does 
this mean that reduction in breedings will take place at a higher ratio than for- 
merly because of low grain prices and Government storage programs? At the 
same time, because of lower grain prices, it appears that an increase in production 
during the present expansion phase of the cycle occurred at a lower price than 
during 1953 and 1954. Does this mean that a lower price will be required before 
adjustment takes place in this cycle? 

It is not clear at what price liquidation started during the last cycle, but it was 
probably somewhere near $14 per hundredweight. Chart 1 shows the farm price 
of hogs for each month from October 1955 to September 1956, and the changes in 
marketings in each of the same months 2 years later. (For example, the price of 
hogs in November 1955 was $12.10 per hundredweight, and the change in market- 
ings from November 1955 to the same month 2 years later was 15.5 percent.) 
It appears quite clear from this information that the heavy liquidation in the past 
cycle occurred in those months when prices were extremely low. However, liqui- 
dation continued later in 1956 even at substantially higher prices. Chart 2 indi- 
cates the price levels and the hog-corn ratios during various phases of the past 
cycle. 

We have concluded that if the Government decides to use direct payments the 
support price should probably be somewhere between $11 and $13 per hundred- 
weight at Midwest markets. This level may seem low to many, and yet is appears 
almost certain that a higher level would not bring about the desired rapid correc- 
tion in hog numbers. It is conceivable that a support even in this range would 
attract more resources into the industry and cause a protraction of the low price- 
low income phase of the cycle. If this should happen the full-time commercial 
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hog producer might be worse off under the Government program than if the com- 
lete cycle were allowed to run its course without Government interference. 

In spite of the limitations and difficulties mentioned above, it is felt that direct 
payments to farmers would have more success in bringing about rapid adjustment 
than any other type of governmental action. Such a program dealing with the 
short-run problem would be developed along the following lines: 

1. The subsidy would be applicable to all slaughter hogs marketed at live 
weights between 180 and 200 pounds. 

2. The Government would agree to support hog prices in any week in 
which the average cost of barrows.and gilts to packers at the eight midwestern 
markets fell below $12.50 per hundredweight. (The average cost of barrows 
and gilts to packers is published weekly by the USDA. It averages only 
slightly higher than the farm price for hogs and has the advantage of being 
more objective and more timely than the farm price.)? 

3. The rate of subsidy would be the difference between the published 
quotation and $12.50, irrespective of what any individual farmer received 
for his hogs. 

!. The Government would announce each week the subsidy applicable for 
the preceding week, and producers presenting invoices of sales of lightweight 
butcher hogs could collect their appropriate direct payments at county offices. 

A seasonally adjusted base price and possibly limitation of payments to quality 
hogs might be desirable if the program were to be in effect for an extended period 
of time. It is our thought, however, that this would be a stopgap program to 
meet an emergency situation. It is aimed at encouraging a more orderly adjust- 
ment in hog numbers and supplementing hog income over a short period. It 
would not appear that a seasonally adjusted base price or restriction of payments 
to meat-type hogs would aid in either of these objectives in the short run, but would 
only complicate the administration of the payments. It might be argued also 
that the payment should be triggered by the hog-corn ratio rather than by a fixed 
base price; or at least, that the hog-corn ratio should be used in conjunction with a 
base price in determining when payments should be made. However, most of the 
corn fed to hogs is fed on the farms where the corn is produced, and if the price of 
hogs goes to a low level, hog farmers would probably need assistance even if the 
hog-corn ratio were above a prescribed level. Also it appears that at the turning 
point of the last eycle, the adjustment in numbers was more closely tied to the 
price level of hogs than to the level of the hog-corn ratio. 

The cost of the direct subsidy program can only be roughly estimated. If 90 
million hogs are marketed and this causes hog prices to decline to $11 per hundred- 
weight, the total gross income to hog producers on a free market basis would be 
about $2.1 billion. Assuming that the cost of raising hogs, exclusive of the cost 
of labor and management, was $10 per hundredweight, the net return to farmers 
would then be $200 million. If hogs were supported at $12.50 and two-thirds of 
the hogs were marketed under 200 pounds so as to be eligible for the subsidy, 
nearly $200 million would be spent during the year in direct support of hog pro- 
ducers’ incomes. This would about double the net return to producers. How- 
ever, total income, including the subsidy, would probably not be so large that it 
would prevent the adjustment we are seeking. 

It should be reemphasized that the program considered above is a stopgap 
measure designed to meet a short-run situation only, and is not advocated as a 
substitute for free market price determination in the long run. This program of 
direct supports would remain in effect for a maximum of 1 year only. If the 
adjustment in production does not take place in that time, it is felt that this pro- 
gram failed to accomplish its major objective and probably would not accomplish 
the main target in additional time except at substantially reduced price levels. 
Since World War II, adjustments in hog production to low hog prices have taken 
place rather rapidly and prices or hog-corn ratios have not remained severely 
depressed very long in any instanee. Therefore, it is felt that the program if 


? Footnote by August Dahme: “I believe the proposed support at an eight-market average of only $12.50 is 
far too low. This could not possibly give farm families enough to operate their farms, let alone a chance to 
live decently and be members of an active, progressive community. To achieve these objectives supports 
based on the parity concept are necessary. In my opinion, with present farm costs, a decent standard of 
living would require a minimum support of 90 percent of present hog parity, or about $19.50, instead of only 
$12.50. I would further recommend a limit on payments of $2,000 per year on not more than 200 hogs per 
person, farm, or corporation. This would stop the possibility of any person, farm, or corporation ‘farming’ 
the program.’ 
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earried through effectively should bring about a rapid adjustment, smooth the 
hog cycle, and bring more stability to the hog economy.3 45 


CuHartT 1 


AVERAGE MONTHLY PRICE OF HOCS RECEIVED BY FARMERS 
DURING CYCLICAL LOW (OCT, '55-SEPT. '56) AND CHANCE 
IN DALLY RATE OF FEDERALLY INSPECTED SLAUGHTER DURING 
THE SAME MONTHS TWO YEARS LATER (OCT, '5?-SEPT. '58) 








' 
Percentage —_ 
Change in | | 
Daily Rate +++ +4 ah a eee A cdl au® a oe m2) 
of Slaughter pias ey oi 2) 28 att] wal 
1 r nad 
—t Seated nl eet eei ciel 
a | 
j ~ ene — + + 4 ee 
| | 
+ tT T + + + —— fn 
| 
ee ee 
| 0 
-10 Ap 
at ND oe ats 
] : | 
| lh Tp ie 
1 eageeey cone 
| | rt os 
Sree its — x 
7r'7 ren 
D t.-4 | b | 
| © ——}- effete iced de 
i i | 


Dial 

| —+—+ - ——T— 
| ed 
ecient atime 

| 12 14 
| | | 
Price of logs 
p 


§ Footnote by Ralph 8. Yohe: ‘This report clearly emphasizes that the suggested program is designed 
as a short-run stop-gap Measure. But in the past we have too often scen such programs continue on long 
after their usefulness has passed. 

“If this should happen to the suggested hog program, it could in the future become as great a problem to 
hog producers as such outmoded programs have become to corn, wheat, and cotton farmers.”’ 

4 Footnote by Frank App: ‘‘We should place more emphasis on methods that should be used to inform 
farmers of the impending situation so it would not occur or, if it does occur, producers are fully informed of 
the risks. This is part of our agricultural cycle that we have not successfully gotten across to the producer, 
Why not? 

“The second important feature of the hog cycle is the declining per capita consumption of pork as com- 
pared to beef. Are hog producers acquainted with the desires of the consumer as to types of pork? If not, 
why not? 

5 Footnote by W. E. Hamilton: ‘I agree that there is real danger that overexpansion of hog production 
will lead to low prices for hogs and serious problems for producers. I disagree with the idea that the solution 
of these problems is to be found in direct Government payments to farmers. 

“The difficulties and dangers of the payment approach—some of which are mentioned in the committee 
statement—seem to me to be far more impressive than the claimed advantages. 

“It is assumed that payments can be used as a stop-gap measure to meet a short-run situation for a single 
commodity without protracting the low-price phase of the hog cycle. In my opinion these assumptions 
are unrealistic. 

“The terms of any payment program would have to be determined by political processes. The proba- 
bilities are that other commodities would be added to the proposal for hogs, and that the ultimate cost 
would be bigh. I doubt that there is a support level that would protect farmers’ income without retarding 
needec adjustments in hog production. 

‘Since production costs vary, a support level which protected the income of the average producer almost 
certainly would provide an incentive for the expansion of low-cost production. Furthermore, by reducing 
risk, a guaranteed return tends to encourage greater production than would result from a free market price 
which averaged the same as the guarantee. 

“Experience with other support programs suggests that supports would be set at a level that would induce 
additional production, and that this would lead to a quota system and limits on payments to individual 
producers. 

‘“‘The proposed temporary nature of the program is no safeguard against an expansion of production. 
Farmers would not be convinced that their Government would let an emergency program lapse at the end 
of the year if prices were still below the support level—nor would the Congress be likely to do so, Onee 
the Government intervened, the question of extending the intervention would become a campaign issue. 

‘‘In the period before price supports led to a continuing surplus of livestock feed, it was assumed that 
fluctuations in hog production resulted primarily from variations in feed supplies. Feed surpluses bave 
isolated hog production from the effects of variations in grain production, but we still have the hog cycle. 

‘Fluctuations in prices and production are sometimes painful, but they are the mechanism through 
which the market system corrects mistakes that otherwise would become more serious with the passage of 
time. The effect of the proposed program probably would be to stabilize hog prices at a low level by pre- 
venting the adjustments that would permit better prices 

“The current feed surplus reflects a misallocation of resources which resulted from price supports on feed 
grains and other commodities. Let’s not use the feed surplus as an excuse for destroying the ability of the 
hog producers to solve their own problems.” 
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MEMBERS OF THE NPA AGRICULTURE COMMITTEE SIGNING THE STATEMENT 


Lauren K. Soth (chairman), The Des Moines Register and Tribune. 

Donald R. Murphy (vice chairman), director, editorial research, Wallaces Farmer 

A. C. Hoffman (vice chairman), vice president, Kraft Foods Co. ; 

Frank App, Seabrook Farming Corp.® 

John A. Baker, director, legislative services, National Farmers Union. 

Murray R. Benedict, professor of agricultural economics, Unversity of California, 

John D. Black, professor of agricultural economics, Harvard University. 

Robert K. Buck, Waukee, Iowa. 

Harry W. Culbreth, vice president, Nationwide Insurance. 

August Dahme, Aberdeen, 8. Dak.* 

Arval L. Erikson, economic adviser, Oscar Mayer & Co. 

Joseph W. Fichter, farm consultant, Oxford, Ohio. 

W. E. Hamilton, director of research, American Farm Bureau Federation.® 

Oscar Heline, Marcus, Iowa. 

Roy Hendrickson, National Federation of Grain Cooperatives. 

Frank W. Hussey, vice president, Maine Potato Council. 

E. W. Kieckhefer, farm editor, The Courier-Journal. 

Arthur Moore, The Washington Bureau, McGraw-Hill Publications. 

Herschel D. Newsom, master, National Grange. 

William H. Nicholls, chairman, Department of Economics and Business Admin- 
istration, Vanderbilt University. 

R. J. Odegard, O. J. Odegard Potato Co. 

Theodore W. Schultz, chairman, Department of Economies, University of Chicago, 

Frank J. Welch, dean, College of Agriculture, University of Kentucky. 

Obed A. Wyum, Rutland, N. Dak. 

Ralph 8. Yohe, editor, Wisconsin Agriculturist.® 

Gordon K. Zimmerman, executive secretary, National Association of Soil Con- 
servation Districts. 

Mr. Larra. How much would the farmers get from the support 
price? 

Mr. Hogan. $1 to $3. It is up to the Secretary of Agriculture to 
make whatever the incentive payment would be, all the way from 
$1 to $3. 

Mr. Latta. Per head? 

Mr. Hoaan. Per 100. 

Mr. Latta. Per 100? 

Mr. Hogan. Yes. 

Mr. Quiz. Have you looked into the amount of pork that is being 
imported into this country at the present time? 


Mr. Hocan. The Canadian Government has a support program I | 


believe that is now at about 25 cents. They are talking about putting 
in an incentive payment in Canada now. 

Mr. Suort. Canada has about 75 million or 100 million pounds 
pork surplus on hand and is looking desperately for a market for it. 
It certainly seems to me that all of our efforts here to stabilize pork 
prices, unless we can do something to restrain to some degree the 
import of that pork from Canada, is working at cross-purposes. 

Mr. Poaae. Is that pork coming in from Canada? 

Mr. Hogan. I do not believe so at this time. They are thinking 
about it. 

Mr. SuHort. What keeps it out? It is a price situation, as I under- 
stand it. Mr. Baker would probably know more about the details 
of that. 

Mr. Baker. They have gone to direct compensatory payments in 
Canada. It certainly would not change the market price relation- 
ships of Canadian pork that comes in in considerably increased quan- 


6 See footnote to the text. 
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tity into the United States. We are now importing pork not only 
from Canada, but from some other countries. 

Mr. SuHort. Do we have quotas on pork? 

Mr. Baker. Not at the present time, but legislation is available 
under which the President and the Secretary of Agriculture, the 
Tariff Commission may establish them if they interfere with the 
domestic farm program. This could be done in very short order 
without any additional legislation. 

Mr. SHort. They are a little bit reluctant to do that. 

Mr. Baker. Yes, they are. They are reluctant to do a lot of 
things, though sometimes they do get done. 

Mr. Breepinc. You mentioned $23 a minute ago. Is that for 
dressed weight? 

Mr. Hoaan. That is right. 

Mr. Breepina. There is a duty on the pork? 

Mr. Hocan. You have the statement. 

Mr. Breepina. I did not bring it with me. 

Mr. Hoaan. It is 2 cents on the pound, on the imports. That is 
what it would be. 

Mr. Breepina. As | understand it the Department of Agriculture 
says that there is not any excessive amount of imports into the United 
States from Canada. 

Mr. McGovern. If we have any competition from abroad, this 
kind of legislation would put us in a better position to meet it, and 
to keep the farmers from going broke. We are taking care of the 
farmer who is getting the payment, and he is in a much better posi- 
tion to meet foreign competition. 

Mr. PoaGce. Did you want to make an additional statement? 

Mr. Baker. I want to make a statement on my own behalf. 

Mr. Poace. We will be delighted to hear you. 

Mr. Baker. The thing that attracts us in this proposal, Mr. Chair- 
man, in the main corn hog producing areas of the country, particularly 
when feed grain prices start getting lower, they are accustomed to 
feeding and ‘selling hogs at 240 and 250 pounds live weight. In those 
areas, a program of this type possibly for $1 a hundredweight incentive 
payment, that $1 would buy up to 50 pounds of hog that would other- 
wise go on the market. That one small incentive marketing payment 
would take up to 50 pounds off the market. 

Let us put it the other way. Take that same 50 pounds off the 
market by a purchase program would cost $6 or $7 for the 50 pounds, 
which includes the processing and the other charges between the farm 
price and the price of the produc ts that are pure thased. 

Mr. Jenninas. Plus, it would not depress the market that much 
further. 

Mr. Baker. That is correct. You have not reduced the volume 
of hogs that are on the market. To reduce the volume of products 
on the market where the packer is selling, it might cost between $12 
and $20 to take those 50 pounds off the market with a purchase pro- 
gram. It takes only $1 to keep it off the market with this proposal 
that Mr. Hogan and Mr. McGovern have made. 

Your point with respect to the supply of corn, certainly, is well 
taken as to what the supply of corn looks like it is going to be. 

Back in April I wrote Secretary Benson a letter on my own behalf 
and asked him specifically and in detail had they taken these steps 
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necessary to make sure that this year’s support price for corn wag 
going to be made effective. You have to have storage and a lot of 
other things that have to be done long before harvesting to make 
sure that the loan price on corn is actually the price that the farmer js 
going to get for that corn. And, apparently, after studying their 
entire program very carefully, they sent back a very long and detailed 
and very thoughtful letter which indicated that all of the people 
involved in the Department feel that in their own mind they haye 
taken every step they can possibly think of to make sure that corn 
will be held actually off the market at anything less than the announced 
support price for this year. 

Mr. Jenninos. I think the answer to that question came earlier jn 
the session an in direct response to Mr. Poage’s question Mr, 
McLain said that the corn crop was not going to be appreciably larger 
than last year. 

Mr. Poace. That was what Mr. McLain told us. 

Mr. Jenntnos. And he repeated that. 

Mr. Poace. I disagreed with him. I think everybody disagrees 
with him on that. He insisted that this program would result in no 
additional amount of feed grain. 

Mr. Quiz. There will be an increase in production. 

Mr. McGovern. Do you not think that the resulting merease in 
corn production would result in an increase in total grain feed pro- 
duction? 

Mr. Poace. He said corn. And then he said feed grains. I asked 
him about corn. And then I asked him about feed grains. He said 
there ought not to be an appreciable increase in corn or feed grains, 

Mr. Jenninos. If you operate under that theory they would not 
have to make any prior plan. 

Mr. Baxer. Their letter indicated that they thought they had made 
enough precautions with respect to storage and other aspects of this 
that even if they were surprised and got more corn than they thought 
they were going to get, that they still had the mac hinery in effect 
that would prevent corn going on the market in excess of ‘what they 
could sell at the support price; in other words, that the loan price 
would be made effective and that the extra corn would be held off the 
market. If they are right—and they certainly are the administrators 
and the technicians, the people that will be working on this next fall 
and winter—if they are right, there will not be that extra corn during 
these 18 months that the Hogan bill would be in effect. 

In other words, corn above what would move at a $1.14 price 
presumably will be held off the market. So it would not be there, 
except as a potential threat to increased meat production. It should 
not be there in actual being and be used for increased meat production, 
if | make my point clear. That is assuming that they are right in ther 
reply to me that they are going to make this loan price on corn 
effective. 1 certainly hope they do. 

Another comment I would like to make, in view of the discussion 
previously had is that we are all agreed that we have got to have a 
feed grain supply and income stabilization program of some kind 
and it will not work unless you have one. 

We, also, have to have a long-term workable program to stabilize 
the marketing of hogs. Now this, certainly, is not a long-run program. 
We need to do everything we can along the lines that Mr. Latta was 
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suggesting to control, to regulate, or to have research or whatever we 
can do, to see to it that price drops to the farmer will go through to 
the price drops at the retail level. But all three of those things 
are in the nature of something that takes a certain amount of time 
to work out the operations of. It takes a certain amount of time 
for the effect of it to be felt, as far as hog prices and hogs supplies are 
concerned. And each of those three things are of a nature that even 
if you got a perfect program operating on all three fronts, it would not 
get into operation early enough to be effective to keep the price of 
hogs going down to where it now looks like it will go in 1960. 

that some kind of stopgap emergency approach to this problem 
seems to be necessary. 

We are all interested in trying to save dollars for the Treasury. 

With this program that Mr. Hogan and Mr. McGovern have pro- 

osed, it looks like you can get about 10 times as much effect on the 
ire price by this program than you can by a purchase program. 
And it edn seem just intelligent arithmetic and Government 
economy to do it that way, instead of another way. 

We are sticky on the details of these bills or any other proposal we 
may have made on the same subject. We would be glad to work with 
you on specific language. 

Understand there are certain of the eligibility requirements which 
somebody might like to have a little bit different. We are not going 
to be sticky or contentions about the details of the language or the 
specific details of the administrative machinery. 

I would like to associate myself with Mr. Hogan’s statement that 
he just made. 

Mr. Chairman, it might be well, with respect to section 7, that the 
$3,500 provided in the bill for any one calendar year, for any one 
producer, may be aoe than it needs to be, if reducing it will make 
the bill more palatable to those who think that no one person should 
get too much. At $1 a hundredweight, $3,500 is a lot of hogs. It 
could well be reduced without hurting the program. 

And the same thing with respect to the $150 million. We do not 
know whether it ought to be 150 or 100. 

In reply to Mr. Quie’s question a moment ago with respect to the 
1955-56 operation, it was not big enough to keep the price of hogs 
dropping $9, as Mr. Jennings well remembers in his own district. 
Nearly 200 million pounds of pork products and some lard were pur- 
chased, equal to about 2 million live hogs. 

I might say, Mr. Chairman, we are not going to oppose a purchase 
program where good disposal outlets are svniledle: but we feel that 
$1 of Government expenditure will go further in this type of program 
than it would in a purchase program. 

One last point, Mr. Chairman. There has been some objection, I 
understand, raised to section 6(1) on page 3 of the program, as to more 
than $5,000 from all farm sources of income. If that language seems 
too restrictive, it occurs to me that you might use the definition of 
some years ago in what we have often called the Jennings farm plan, 
ruling those ineligible to participate whose income from nonfarm 
sources exceeded that from farm sources. 

Mr. Chairman, that concludes all I have to say, unless you have 
further questions. 


45357—59——_5 








30 PAYMENTS ON LIGHTWEIGHT HOGS AND SALE OF HAY 


Mr. Jenninos (presiding). Could you give the cost of the 1955 
program? 

Mr. Baker. I do not have the cost figures. They bought 200 
million pounds of pork products and some lard, and that was equal to 
2 million live hogs. 

Mr. Jennines. Did that come out of section 32 funds, do you 
remember? 

Mr. Baker, I do not remember. I think it, did. That is my 
memory. 

Mr. Jenninas. Are there any further questions? 

Are there any other witnesses who would like to testify on behalf 
of or against this legislation? 

Mr. McGovnrn. | would like to ask unanimous consent to have 
inserted in the record a prepared statement by Congressman LeRoy 
Anderson, who introduced an identical bill as that introduced by 
Congressman Burdick. ; 

Mr. Jennines. Yes; without objection permission is granted. 

(The prepared statement of the Honorable LeRoy Anderson 
follows:) 


STATEMENT OF Hon. LeRoy ANpeERSON, A REPRESENTATIVE IN CONGRESS FROM 
THE SECOND DIsTRICT OF THE STATE OF MONTANA 


Mr. Chairman, | am appearing before you today in support of H.R. 8578 by my 
good friend and colleague, the Honorable Quentin Burdick, of North Dakota. - I 
also have introduced companion legislation, H.R. 8641. 

Our legislation is designed to do something about the emergency situation at- 
tending the drought. In many of the areas of my district in eastern Montana, feed 
is urgently needed, and, because of the drought, grass and hay land is inadequate. 

There is, however, considerable hay which can be harvested upon soil bank land. 
The soil bank contract, or the payments thereunder, will not in any way be altered 
under this legislation. It simply gives the local Agricultural Stabilization Com- 
mittee the authority to sell that hay, with the consent of the owner, to the highest 
bidder. The proceeds of the sale will be returned to the U.S. Treasury, less such 
amount as the local ASC deems adequate to compensate the producer for damage, 
if any, to his premises. 

This method of using soil bank hay will not cost the Government anything, but 
will, in fact, return money to the Treasury, and at the same time provide much 
sorely needed feed for livestock. There will be no unjust enrichment on the part 
of anyone, since the producer will not profit through the sale of the hay. 

I earnestly request your favorable consideration of the legislation. 


Mr. Baker. I understand that Mr. John Raber, president of the 
Indiana Farmers Union, intended to have a statement here this morn- 
ing to place in the record. Whatever the proper procedure is, I would 
like to request that the record be held open until his statement gets 
here to be placed in the record. 

Mr. Jennincs. Without objection, permission is granted, and Mr. 
Raber’s statement will be made a part of the record. 

(The stetement of Mr. John Raber, president, Indiana Farmers 


Union follows: ) 
INDIANA FaRMERS UNION, 
Indianapolis, Ind., August 12, 1959. 
Mr. Earut Hocan, 
Indiana Representative, House Agriculture Committee, 
House of Representatives, Washington, D.C. 


Dear REPRESENTATIVE HoGan: The Indiana Farmers Union wants to go on 
record as a supporter of the Hogan hog bill. 

Mr. Congressman, we appreciate your concern for the present situation in the 
pork market. Your bill will, in our opinion, prevent a great economic crisis to 
Indiana’s farmers. Corn and hogs are our lifeblood, and if we find our hogs 
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selling for $10 to $12 per hundredweight, we will be without enough revenue to 
sustain the family concept of agriculture in Indiana. 

Your bill is reasonable and economical. It will allow the price of pork to seek 
its own level in the market place. It will increase the quality of pork and thereby 
increase its consumption. It will guarantee a reasonable rate of return to the 
farmer without great Government surpluses, and it has every chance of being of 
little expense to the taxpayers. 

The Hogan hog bill represents good thinking and good government, and we 
pledge our support, our service, and our facilities to the promulgation of this most 
important step to safeguard the welfare of our rural citizens. 

Sincerely, 
Joun RaBER, 
President, Indiana Farmers Union. 


Mr. Hoaan. Also, we have such a request from Senator Humphrey 
to insert a statement. 

Mr. JennrnGs. Without objection, Senator Humphrey’s statement 
will be included in the record at this point. 

(The statement of the Honorable Hubert Humphrey, a U.S. 
Senator from the State of Minnesota, follows:) 


U.S. SENATE, 
COMMITTEE ON AGRICULTURE AND FORESTRY, 
August 20, 1959. 
Hon. W. R. Poaas, 
Chairman, Livestock and Feed Grains Subcommittee, 
Committee on Agriculture, 
House of Representatives, 
Washington, D.C. 

DEAR CONGRESSMAN PoaGeE: The Livestock and Feed Grains Subcommittee 
on Agriculture is performing a real service to farmers by holding public hearings 
on the bills proposing premium payments on licht-weight hogs, H.R. 8394 intro- 
duced by Congressman Earl Hogan of Indiana and H.R. 8561 introduced by 
Congressman Georrce McGovern of South Dakota. 

These bills are identical with S. 2453 introduced in the U.S. Senate on July 28 
by myself and Senator Eugene McCarthy. 

[ appreciate greatly the opportunity to present a statement regarding this 
proposal to your subcommittee. 

Price disaster does not occur overnight to an agricultural commodity. It 
happens as the result of economic forces that build up over a period of time. In 
July of this year an early market break saw hog prices at their lowest overall for 
the season since the OPA ceiling was lifted in 1946. All figures indicate that hog 
producers are in for a long sieze of price trouble, with the worst yet to come. 

This it certainly no surprise to anyone who has watched the manipulation of the 
feed-grain programs by the Secretary of Agriculture. The keystone of what may 
prove to be a hog price disaster as serious as that of 1955-56 was laid a year ago 
when the administration succeeded in getting legislation which led to the abandon- 
ment of all corn allotments. 

Official statistics show that the 1959 corn crop will beat all records. We can 
look forward to harvesting 4,224,450,000 bushels of corn this year. This approxi- 
mately is 1 billion more bushels than the 1948 to 1957 annual average harvest. 
This is 400 million bushels more than was harvested last year when the administra- 
tion pointed at that record corn crop as evidence of the failure of the corn allot- 
ment program. So, in 1959, we had no corn allotments, and more than 10 million 
additional acres were planted to corn. 

The 7-year buildup of feed grains stocks—7 years of low-price policies—will 
result in a feed grain carryover four times greater than it was in 1952. 

Tremendous stocks of price-depressed feed grains lead to just one thing—tre- 
mendous supplies of price depressed livestock going to market. Livestock 
producers have no choice but to gamble with the feed grain ratio. 

Since Government policies have led to this situation, Government has a respon- 
sibility to take steps right now to prevent a disastrous price collapse, before the 
problem becomes unmanageable. 

The legislation you are considering would bring about an adjustment in pork 
production before farmers’ income from hogs becomes critically low. While the 
marketing payments offered for lightweight hogs would increase directly the 
income to farmers, its larger effect would be to sustain the market price through a 
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reduction in total supply reaching the market. In this manner, the income 
received by producers would be improved by many times more than the cost of 
the program. 

The same amount of money spent in a surplus diversion program would not 
have nearly as great a price-bolstering effect. This is partly due to the fact that 
the Department of Agriculture in recent years has set a pattern of permitting a 
price break to go very far before putting into action a diversion program. In 
the hog price break of 1955-56, the tardy and limited pork-buying program did 
not prevent the hog markets from dropping below $10. Certainly, there is a need 
for a pork-buying program in order to channel the benefits of abundant agricul- 
tural production to schoolchildren and the needy in this country and it should be 
established. The lightweight hog marketing program would provide positive 
benefits to hard-hit family farmers before prices hit the bottom. 

Congress now has the opportunity to take timely legislative action that will 
be of great assistance in strengthening our agricultural economy. It is my sincere 
hope that we will take the fullest advantage of this opportunity. 

Sincerely yours, 
Husert H. Humpurey, 

Mr. Jenninos. Are there any other statements to be included in 
the record? 

If not, we will adjourn the open session and go into executive session. 

I want to thank all you gentlemen for coming here and testifying 
before the committee. 

(Whereupon, at 11:10 a.m., the committee proceeded into executive 
session.) 
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MONDAY, AUGUST 17, 1959 


Hovusn oF REPRESENTATIVES, 
Commopity SUBCOMMITTEE ON LivESTOCK AND 
Frep GRAINS OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 10 a.m., in room 1310, House Office 
Building, Hon. W. R. Poage (chairman) presiding. 

Mr. Poacs. We are meeting this morning to continue consideration 
of H.R. 8394, a bill by our colleague, Mr. Hogan, in connection with 
prices and marketing of lightweight hogs. 

We have with us this morning Mr. Marvin L. McLain, Assistant 
Secretary of Agriculture, from whom we would like to hear at this 
time. 


STATEMENT OF MARVIN L. McLAIN, ASSISTANT SECRETARY, 
DEPARTMENT OF AGRICULTURE; ACCOMPANIED BY LLOYD I. 
HOLMES AND REED A. PHILLIPS 


Mr. McLain. I have a very brief prepared statement. With your 
permission [ will run through it and then I will try to answer any 
questions you might want to ask. 


STATEMENT OF Marvin L. McLain, Assistant SECRETARY, DEPARTMENT OF 
AGRICULTURE 


Mr. Chairman, we appreciate the opportunity afforded by this committee to 
discuss H.R. 8394. Before discussing the bill it appears desirable to review the 
hog situation in some detail. 

BACKGROUND 


Hog production continues to increase. The 1959 spring pig crop was 12 percent 
larger than the same crop of last year. Producers’ intentions are for 8 percent 
more farrowings this fall than last fall. If these intentions are carried out the 
fall crop would be 27 percent greater than 2 years ago. For 1959 as a whole a 
pig crop of 104.5 million is now in prospect. This crop is 10 percent larger than 
the 1958 crop and will exceed all postwar crops. 

In view of these increases, prices of hogs are expected to be lower in the next 
12 months than in the past 12. 

Rising production and lower prices. for hogs are a cyclical reaction to the 
favorable hog-corn price relationship of the past 2 years. Early in 1958 the 
hog-corn ratio was record high. The ratio has recently been down to near normal. 
It probably will stay close to average in future months. This will slow the 
current uptrend in hog production. 

The reduced prices for hogs in July were partly caused by special circumstances, 
one of which was the greater quantity of pork than last year moving out of cold 
storage. The lower prices in July also are emblematic of changed seasonal price 
patterns that are resulting from the major seasonal redistribution of farrowings 
that has taken place. Hereafter, summertime prices are not likely to be as high 
seasonally as before, and the seasonally lower fall prices will be relatively not 
quite so low. 
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Although a September-October decline is likely to follow the August recove 
price fluctuations in late summer and fall will likely be confined to a narrow; 
range than those of many years past. 


ANALYSIS OF PROPOSED LEGISLATION 


1. H.R. 8394 would require the Secretary to make incentive payments to alj 
producers with respect to the marketing of hogs sold at live weights of not legs 
than 180 to 200 pounds. 

2. The Secretary must determine the rate of the payment 10 days in advange 
of the month for which incentive payment is to be made. This payment would be 
the amount determined necessary to assure that the return received by producers 
of hogs comprises the amount received in the marketplace plus the payment shal] 
be not less"than $14 per hundredweight. However, payment cannot be less thay 
$1 or more than $3 per hundredweight. 

3. Section 32°funds would be used in making payments. The total payments 
cannot exceed $150 million in any one calendar year. 

4. No producer would be eligible to receive incentive payments if during the 
preceding calendar year (a) such producer had a total income of more than $5,000 
from off-farm sources (including any such income received by any member of hig 
dependent family) or (b) if he had a contract with a purchaser of hogs or supplier 
of feeds who financed all or part of such cost in producing such hogs. 

5. No producer would receive payments in excess of $3,500 in any one calendar 
year. 

6. The act would cease to be in effect on March 15, 1961. 


DISCUSSION 


The Department is sympathetic to the overall objective of better incomes for 
hog producers sought under H.R. 8394. However, we do not believe that the 
means of reaching the goal as incorporated in H.R. 8394 is the appropriate 
method to be used. Therefore we are opposed to this proposal. Our position 
in this regard has been consistent. 

Payments to producers for hogs marketed at weights of 180 to 200 pounds 
might temporarily reduce the market supply of pork products. Through ou 
informational media we have urged producers to voluntarily market their hog 
at desirable weights. However, a $14 guarantee to producers would prevent 
the cooperative action needed to reduce the number of pigs raised in 1960. This 
would tend to perpetuate the situation that the bill is seeking to relieve. 

You will recall that similar bills were introduced early in 1956. We felt at 
that time that taking the suggested action would delay the needed adjustments, 
Our recommendation was followed and production was quickly adjusted and the 
hog producers have had relatively good prices. Unless influenced by payments 
such as provided in H.R. 8394 the current market will cause hog farmers to 
adjust their production as they have done traditionally. I am sure that if such 
an adjustment in production is made the hog producer will see improved hog 
prices in a relatively short time. 

There are some who might say that the current level of hog production is the 
result of the new corn program. To any thinking man it is obvious that this 
is just not so. The increased hog population that is being fed now is consuming 
corn produced prior to 1959. You will recall that the acreage allotments were 
eliminated after the 1958 crop in a referendum of corn producers. 

It also is well to note that hog prices fell below $15 in 1949 at a time when 
price support for corn was at 90 percent of parity. They also fell below $11 in 
1955 at a time when the 1954 corn crop had been supported at 90 percent of 
parity and the 1955 corn crop was supported at 87 percent of parity. High 
support prices for feed grains apparentlyjdo not guarantee the elimination of the 
hog cycle. 

The total cost of incentive payments under this program would be influenced 
by the payment rate and its effect on the weight at which farmers marketed their 
hogs. There is no reliable basis for estimating the latter, since historically the 
differences between prices of hogs of different weights generally have been much 
less than the payment rates provided for in the bill. Data on weights of hogs 
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at the principal markets indicate that usually less than one-tenth of the hog , 


marketed arejin the 180- to 200-Spound class. Assuming a total commereia 
slaughter of between 80 and 85 million hogs and an average payment rate of $2 
a hundredweight on as many as one-third of the hogs marketed, the total cost 
would approximate $110 million. 
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One of the more persistent proposals during past years has been to provide 
incentive payments to producers for marketing lightweight animals whenever 
certain prescribed production or price conditions prevail. The making of such 
incentive payments for the marketing of lighter weight hogs is not the answer to 
solving the hog problem. 

A direct payment program would likely retard and, in the long run, even 
prevent needed adjustments in production and marketing. The objectives to give 
farmers more freedom to operate more efficiently and to adjust their production 
to changing consumer demands would certainly not be encouraged by this kind of 
a Government program. Such proposals are merely temporary expedients, not 
basic solutions nor partial solutions to the hog price problem. 

Other disadvantages to the direct payment approach include the following: 
If applied to hogs, even temporarily, it would lead to similar requests from other 
segments of agriculture and possibly nonagricultural segments of the economy. 
The added income poured into the hog industry would likely stimulate hog pro- 
duction and tend to result in a self-perpetuating condition difficult to eliminate. 
Such a program could lead to the need for production’ controls and the entire 
necessary control apparatus. 


GOVERNMENT ACTIONS 


The Department stands ready to take such actions as.are sound and in the 
long-term interests of hog producers. On August 3 Secretary Benson announced a 
lard export program under which lard will be offered for export under title I of 
Public Law 480 as one means ofjhelping tofstrengthenjthe market for hog}produets. 
Also, Secretary Benson announced on July 16 that the Department is giving 
consideration to the purchase of pork and pork produets for distribution in the 
national school lunch program. If that action becomes necessary it would be most 
advantageous for the purchases to be made in greatest volume during the time of 
greatest need, particularly during the period of seasonally largest marketings of 
hogs. 

The Department also has given strong encouragement to hog producers to avoid 
overexpansion of production. We also have urged them to market their hogs in 
an orderly and efficient manner. If this is accomplished producers can do a 
great deal to improve their market situation. Part of this educational effort with 
producers has been to get them to market their hogs as soon as they reach desirable 


. market weights. This is similar to the goal sought under H.R. 8394 


In addition to these efforts the Department also is working to get processors, 
wholesalers, and retailers to cooperate in an accelerated pork merchandising pro- 
gram this year. The meat industry has an important stake in a stabilized hog 
market and we expect close cooperation in this effort. 

Recently the Secretary emphasized to the meat trade as follows: ‘Savings 
which generally accrue from handling increased volumes should be shared with 
consumers in the form of attractive pork prices, and with producers in the form 
of higher prices for hogs.’’ 

The hog industry is one of the most important segments of American ugricul- 
ture. Cash receipts from this enterprise account for around 15 percent of the 
total from all of agriculture. We feel that any action taken by Government 
should be constructive and economically sound. We do not feel that this legis- 
lation meets these criteria. On the other hand, we assure you that the actions 
we are taking and that we will take will be in the longtime interest of the industry. 

Mr. Poagy. Thank you, Mr. McLain. 

You state that the Secretary announced on July 16 that the Depart- 
ment is giving consideration to the purchase of pork and pork products 
for distribution in the national school lunch program. 

Has there been any decision on that? 

Mr. McLatn. Of course, at one time a few weeks ago the market 
dipped below $15, got down to the $14 area. We prepared the an- 
houncement ready to go, and then the hog market strengthened. 
Receipts have been off, the hog market was at $15 Friday, and receipts 
today are off. However, we are ready to go at any time when we think 
is the right time. 

One other thing I want to say about our purchases as we carried 
them out in 1956 and in 1955. We would propose to purchase the 
amounts that could be consumed. 
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Canada at the moment is a good example of what we never ought to 
do in this country in buying hogs. They have pork “running out of 
their ears” that ‘the Government owns, and nowhere to go with it. 
They have our producers worried about what they might do with it, 

I think we ought to learn from that lesson not to do what they haye 
done. 

We will be ready to go. The hog-corn ratio still is favorable. 

I don’t know how much you know about raising hogs. This is one 
thing I profess to be an expert in if I am expert in anything. 

One of the things a farmer looks at, when he gets ready to breed 
sows, is the hog-corn ratio, what he thinks it will be. 

If he is pretty sure it will be attractive he will expand his production, 
This has been true over the cycles we have had for years. If it is the 
reverse of that he will do the opposite. 

We think we would be doing him a disservice if, by our action, we 
stimulated artificially an upturn that might cause him to do the re. 
verse of what he ought to do. 

Mr. Poacr. Are we to understand that the Department has con- 
sidered this matter they announced they were giving consideration to 
on July 16, and they have decided they will support ‘the prices of hogs 
by going into the market and purchasing pork when the price gets 
below $15? 

Mr. McLain. I didn’t say that. 

Mr. Poaaer. I know that and that is why I ask. 

Mr. McLain. We will use the funds that are available, and there 
are quite a few funds available, in acc dor e with the best judgment 
we have in the Department so that it will have the maximum effect 
on the marketings as they come in. 

This is not the prime purpose of the school lunch program. The 
school lunch program has other missions other than to help the hog 
market, as you well know. 

Mr. Poacer. Of course, you know there has been criticism that the 
last time you made substantial purchases you purchased the pro- 
cessed product not hogs from farmers, and you purchased it at a 
higher price than it was being sold on the market. We had some cans 
of the pork and gravy up here. You purchased it at something over 
60 cents and the retail markets had it for some 50-plus cents. 

When you put 60 cents a pound into a product, the producer would 
be getting a little less than one-fourth of that. Obviously someone 
else was getting most of the money and the benefits of the program 
were not going to the farmer. 

Obviously, the school lunch program cannot use live hogs, but is 
not the school lunch program a rather ineffective tool with which to 
maintain the price of live hogs? At least, is it not an expensive tool? 

Mr. McLain. Of course, I will not argue that point one way or the 
other, Mr. Poage. I think we ought not to be misled to think that 
the purchases we will make with the sums which we have to buy 
will have any material effect on the supply of pork. If anybody has 
that feeling they are just not thinking straight because there is not 
enough volume here. 

The value in this, in addition to getting pork for the school lunch 
program, comes in the psychological effect this has on markets when 
you step in at the proper time to buy even in limited amounts. Even 
the fact you will buy has some psychological effect. 
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We feel that program ought to be used with the judgment of the 
people we have had doing this for years in order to do the maximum 
good. 

It is true not only with pork but with the other commodities where 
we step in under laws auth \orizing us to purchase. 

When markets weaken just the psychological effect of a purchase, 
whether it is used for school lunches or relief feeding, can be very 
helpful. 

We feel this is the value in it. It is not that we can take enough 
pork out of the market to bull the market, because we do not have 
funds to do that. 

If we did, at a guarantee of $14 per hundred, I ain not sure in the 
long pull it would be wise for the hog industry. 

Mr. Poacr. That raises the very point I wanted to explore next. 

In the very next paragraph you state you will give strong encourage- 
ment to hog producers to avoid overexpansion of production. You 
say if this is accomplished producers can do a great deal to improve 
their market situation. 

That is exactly what this bill contemplates doing, to encourage 
them to market their products in this orderly and efficient manner. 
That is the prupose of the bill, and you say you would like to see the 
purposes of the bill achieved, and that you have been urging farmers 
to do that very thing. 

Mr. McLain. That is right. 

Mr. Poager. If they do the things you are advising them to do, 
then it seems to me vou achieve results that you say should not be 
achieved. because vou point out that if they find they are going to get 
a living price for these hogs, any profit at all, they will continue to 
produce too many of them. 

Mr. McLain. Let us go back to the late fall of 1955 and the spring 
of 1956 when we had quite a group of Congressmen who thought 
this type of thing should be done and other things should be done. 

Frankly if we had done what we were urged to do early in 1956 the 
hog farmer would have suffered in the last 3 years by the action 
because it would have set off a chain of things that never would have 
let hog prices get to that level. 

Hogs have been a very profitable operation in the last 3 years and 
that is because the Government has stayed our of the operation. 

We hate to see people seriously thinking about getting into this 
program because we do not think the actual hog farmers in this 
country want this kind of program. 

Mr. Poacr. You understand I do not claim to know anything 
about hogs. Texas does not produce hogs in great quantity. 

Mr. McLain. This is quite an admission, that Texas does not 
produce hogs in great quantity. 

Mr. Poagr. U nfortunately we sre not large producers. I am no 
hog expert, but it does not take an expert to see that we cannot do 
anything with the great corn crop and other feed crops we are growing 
than to use it for feed. 

I recognize the price has not materially gone down, but I think 
that most farmers always have believed that when you got a tre- 
mendous volume of feed, when you produced a tremendous volume 
of feed, ultimately the price of hogs was going down. 
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Mr. McLatn. The price of everything else does when the supply 
is increased. 

Mr. Poace. I think one of our problems in the hog industry js 
that the farmers disagreed with you last spring when you told me we 
were not going to grow any more corn than normal this year. 

Mr. Mclain. Let us get the record straight, Mr. Poage. I did 
not say that. The record will not substantiate it. 

I said the total feed grain including corn would not increase this 
year over what they did last year. I am still ready to substantiate 
what I said and will follow it on through the season. 

I did not say corn acreage would be increased. 

Mr Poace. I still think it is perfectly clear that corn and all feeds 
have tremendously increased. I think most farmers believe it. will 
be greatly increased regardless of what actually happens. 

So believing, they figured the price of feed would be cheap and it 
would be a good idea to grow more hogs. 

Mr. McLain. | again say I know something about hogs. I will 
tell you why hog production increased. 

The corn-hog ratio in 1958 was 18.6, the highest it ever has been 
in the history of this country. This is the reason the hog farmers 
stepped up hog production. 

Mr. Poaae. That is right. They figured it would continue that 
way or better. 

Mr. McLain. We cannot be critical of them because they were 
making pretty good money and they expect to make it when they 
have that op portunity and they expect not to make so much 
when the cycle swings the other way. 

Let us not upset the cycle, though, because we haven’t anybody in 
Washington smart enough to do that. 

Mr. Poagr. I am not discussing cycles. I do know if you take off 
all controls and tell the farmers to plant all they want to in feed, 9 
out of 10 farmers think there will be a whole lot more feed. Whether 
or not there will be a pound more, I won’t say, but 9 out of 10 believe 
there will be more feed. They believe that because of more teed they 
will be faced with a continuation of that favorable ratio, and | think 
unquestionably the elimination of any semblance of control is just an 
invitation to plant all the corn and feed you want to. 

Of course it will aggravate the hog situation. I think we are paying 
for it now and will pay for it for several years to come. 

Of course, we have enough feed to maintain a tremendous hog 
population, and ultimately we will 

Mr. Mclain. In 1958 we produced the largest total agricultural 
output that we have had at any time with the smallest acreage we 
have had in 40 years. 

Of course, the hogs being produced and coming to market now were 
bred and plans made during that interval. It had nothing to do with 
the removal of corn 

Mr. PoaGe. It was about a year ago right now that this Congress 
was placed in a position where many of us had to support a law which 
would allow unlimited production of feed. 

Mr. McLain. You are very generous when you say for the first 
time you were put in that position because we had no control over 
other feed grains, nor have we ever had, nor have we had control over 
corn production because allotments never were mandatory. 
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Mr. Poaae. I have listened to all this propaganda the Secretary 
has put out about how the farmers made a choice in the corn vote of 
last vear. He has said that they decided not to have controls. | 
think you are correct in telling us we never have had controls worthy 
of the name, but if that is correct, and I think it is, then we ought not 
do all this bragging about how the farmers turned down controls, 
because the farmers did not actually have a choice last fall, and | 
think we all know it. 

Mr. McLain. The fact is that the price of corn, even with the big 
crop that was raised last year, has held up remarkably. 

Mr. PoaGe. It has. 

Mr. McLain. And it will. 

Mr. Poace. The big crop has had something to do with keeping it 
up. 

Mr. McLain. No, it will do it because everyone knows there is a 
floor under all feed grain prices, the first time there ever has been. 

Mr. Poage. Certainly, and that is one thing, as you well recall, 
applying to all feed grain prices and not simply to corn. We did not 
have support from the Department on that position, either, because 
we sought desperately to get legislation to apply to all feed grains 
and we were told that some of us could have supports if we lived in 
the right States but that the rest of us must take less. 

Mr. McLain. I will just cite the record. The record of this ad- 
ministration is a little better than the previous administration in sup- 
porting the price of feed grains. There was never any indication of 
whether it was compulsory, whether we would continue it, or any such 
thing. 

Mr. Poacr. There was discrimination among various corn areas, 
and also in the noncommercial corn area where we never claimed to 
have any control. 

Many of us recall that we live in the noncommercial corn area and 
we were supported a whole lot lower than the man who lived in the 
commercial corn area, and you just told us there never were effective 
controls on corn anywhere. We realized that, but we were told the 
reason the corn should bring less is because we did not have controls 
and the man in the commercial corn area was subject to controls and 
should therefore get higher supports. 

[ am glad to find you admit there never were controls on him or 
anybody else. He simply had higher support prices. 1 am glad to 
see everybody is treated alike today. 

I believe the fact we have this tremendous uncontrolled production 
must certainly adversely affect the hog market. 

Mr. Hoeven? 

Mr. Hoeven. Mr. McLain, I think you have correctly set out the 
situation, and I am a bit disturbed about the psychological effect of 
any program which might be put into force and effect at the present 
time. 

As so correctly pointed out, the corn-hog ratio still is in pretty good 
shape. Marketings are normal, and prices, although they are some- 
what lower, are surprisingly stable, and if and when an emergency 
does arise, which may possibly happen within the next 60 days, the 
Department is ready to step in and do what they think is necessary to 
inaugurate a sound program which will be of benefit to the hog pro- 
ducer and not a detriment to him. 
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Mr. McLatn. That is right. 

Mr. Hoeven. I am impressed by your statement, with which ] 
heartily concur. You correctly point out that a program of this type 
would tend to perpetuate the situation that the bill is seeking to re. 
lieve. and that is exactly what would happen. We would just per- 
petuate the surplus problem and would not be getting anywhere, 
History and experience have taught us that lesson, hog produ cers as 
a rule make their own adjustments. They have their ups and downs 
but things level out pre tty well, and in the overall adjustment program 
the producer himself must have a vital part. He must learn to market 
his hogs at the right weights, weights in which the consumer will be 
interested, and I think he is doing a good job in that regard. 

I personally would hate to see anything done at this particular time 
on account of a possible adverse affect on the market at this time, 
There is a psychological factor involved. We therefore should pro- 
ceed rather carefullv at the present time and watch all developments 
and then have the De partment step in when it thinks it should be done, 
Have I correctly analvzed the situation? 

Mr. McLarn. I think vou have, Mr. Hoeven. 

Mr. Horven. Do vou not think there is a pee factor 
here which is very important, namely, that we should not rush into a 
buying program at a time when we might disturb the market. We 
are all concerned about declining hog prices but must move with 
caution. 

Mr. McLain. | think so. If the corn farmer found out he was 
going to get a $14 guarantee he — do some different planning. 
his would be to the detriment of the hog industry over the long pull, 

Mr. Jennines. | have no questions. 

Mr. Quire. Is a weight of 180 to 200 pounds an efficient weight for 
hogs? 

Mr. McLatn. It depends on the type of hog. Being one who pro- 
duced thousands - hogs myself I will say this from my experience— 
I would much prefer them to weigh 220 from the standpoint of effi- 
ciency in produc tion. 

What we desperately need in this country is an improvement in the 
type of hog we raise, and we are making progress. Our swine grower 
organizations are moving in the direction to get a tvpe of hog that the 
consumer wants. 

I heard one of vour fellow Members of Congress here indicate the 
other night (he would not want to be quoted this way), that he was 
buying Canadian pork beceuse it was of the lean tvpe that he wanted. 

[ would not want to make that admission but he made it, and he 
was honest in making it. 

This was not a very commendable thing to have to say, that vou 
cannot buy the kind of pork vou want produced in this country. 

I am able to buy the kind I want. I select the kind I want. How- 
ever, I think we ought to do a better job in producing and processing 
to better supply consumer derrands. Canada has outdone us in this 
area. 

Getting back to the question of whether 180 to 200 pounds is an 
efficient weight for the market, vou well know, because vou have been 
in the hog business somewhat vourself, there is quite a bit of risk in 
getting a hog up to a certain weight. If vou go to buy feeder pigs 
you pay de: uly per hundredweight. This is because of the labor that 
goes into producing that pig. 
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Naturally a farmer, after he gets through that stage, would rather 
carry the hog on to the heavier weight if he could and still avoid 
getting discounted too much in price. 

I have urged some of my good friends in the hog-buying business 
that they ought to get more of a differential on hogs of around 200 
pounds than a 240 pound weight. If they did they would be more apt 
to produce more lean meat. 

Their answer to me when I| raised this question with them was this: 
“When the consumer buys it makes no difference to him.” 

This Congressman’s statement corrects that, but they talk about 
the average consumer, and that is their impression based on those 
they deal with. 

Mr. Quiz. Do you feel if we upgrade the quality of the pork these 
hogs will be sold at a lesser weight, closer to 180 to 200 pounds? 

Mr. McLarn. If you got a real meat-type hog vou could get them 
probably a little heavier than that and still end up with a finished 
product which would meet the demands of the most critical persons. 

The average run of hogs today is such that when you get above 
220 pounds you pile on the lard, which is not what the housewife 
wants today. 

Marketing at a lighter weight, which we have been urging them to 
do, certainly under the circumstances we are facing now, would be 
of tremendous assistance. 

If quite a few hogs were moved to market at around 200 pounds 
rather than 220 or 240 the volume of total pork production would be 
cut. tremendously. 

Farmers understand all this. 

Mr. Quiz. You mentioned that vou spoke to packers and urged 
them to pay a premium for a lighter weight hog. 

[ notice from the report I got from some stock I sold, that a person 
who sold hogs weighing about 220 pounds would get about $1 a 
hundredweight more than if he sold them at 180 pounds. Apparently 
they are paying a premium for heavier hogs. 

Mr. McLarn. As you know, the top price range normally is 200 
to 220, sometimes 220 to 240. 

Most packers feel when vou get a hog under 200 pounds that the 
type of hog they have is not finished and ready to go to slaughter. 
This is their feeling and this is the story they will give you if you ask 
them why they do not pay a premium for the lighter weight hog. 

What we need to do, and we will have to use up the huge feed 
supplies some day, is to try te get a hog developed that will finish out 
at a little lighter weight and furnish the kind of meat the consumer 
wants, which is with not too much fat on it. 

If that is done the packer will pay more for lighter hogs and |] 
think the farmer would be encouraged to produce lighter hogs. 

But if the farmer gets as much for a 220-pound hog as for one weigh- 
ing 190 pounds, or a little premium, you know what he will do—the 
same as you did. 

Mr. Quin. I cannot understand why if we are striving for 180 
pounds to 200 pounds other than to get less meat on the market. 

Mr. McLain. That is right. 

Mr. Quiz. What I am afraid of would be if you pay a premium for 
180 to 200 pound hogs the packers then would be paying a premium 
for the other hogs to offset it. 
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Mr. McLain. That is right. 

Mr. Quiz. You might end up with a higher price to the farmers 
but you might not take any meat off the market. 

Mr. McLain. I think you should ask the sponsors of the bill about 
that rather than me. 

Mr. Quire. That is all I have. 

Mr. Marruews. | have no questions. 

I have enjoyed having Mr. McLain before us. 

Mr. Suorr. I was going to ask essentially the same questions Mr. 
Quie asked. They have been answered so I do not have further 
questions. 

Mrs. May. No questions. 

Mr. Hoaan. Don’t you think we will have about the same number 
of pigs this fall as we had last spring? 

Mr. McLarn. The same amount of meat? 

Mr. Hoaan. No, the same amount of pigs. 

Mr. McLarn. As I indicated here in the statement, you are talking 
about pigs coming to market or those that will be farrowed? 

Mr. Hoaan. Farrowed. 

Mr. McLarty. We indicated there is not quite as large a crop in 
the fall as there was in the spring, but it is up considerably for the 
vear. 

This is all past now. There is nothing we can do about that at 
the moment. 

All we can do is not to overdo it for next year. This is the thing 
we are all concerned about because we certainly do not like to see this 
low swing go down too low, and | think sometimes we might be just 
as well off if the high swing did not go quite as high. 

Certainly if a farmer has to take the low prices he is entitled to take 
the hich prices. 

Mr. Hoaan. You believe, though, that if the price of hogs goes 
lower, then the farmers will get out of the hog business. Is that right? 

Mr. McLarx. The whole history of the hog cycle indicates this, 
Mr. Hoean. 

Mr. Hocan. Has not the price of hogs dropped about $6 since the 
first of the year? 

Mr. McLarty. The price of hogs,is down. It was up in the $20 
plus level and it is down by about that amount. But again, as I 
pointed out to you here, the average corn-hog ratio last vear of 18.6 
was the highest for the year than it ever has been in the history of 
this country. 

It did just exactly what we expected it to do. It was profitable 
to produce hogs and many people got into the act. 

Mr. Hocan. I know farmers in Indiana still have the same nun- 
ber of sows and they will still have the same number of pigs this fall. 

I have several letters asking what we will do about the hog prob- 
em. The hogs in Indiana have been down to 14 and 14 and a half. 

Mr. McLarn. That is, to the farmer. At Chicago it is around $15. 

Mr. Hoaan. It seems we never do anything unless it is too late. 

Mr. McLain. You would not say that the hog farmer has fared 
anything but pretty well in the last 3 years, would you? 

Mr. Hoaan. He has done pretty well but with this big corn crop 
coming on he will put a lot of it into the hog. If he doesn’t Com- 
modity Credit will get the most of it. 
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Mr. McLain. - gain, last year we had the biggest corn crop on 
record. This year it will be bigger. The total feed grain will be a 
little less, but nwat of this is storable. I think our best service to 
hog producers would be to keep them from expanding too much for 
a little while. 

The thing we fear most, outside of the principle we are talking 
about in this bill, is that you will undo the good that farmers will do 
for themselves if this kind of a bill goes into effect. 

I would not be critical of the farmers for it because any farmer 
that is given a guarantee of $14 for hogs with feed as plentiful as it 
is today would ‘be encouraged to produce. If you think you have 
problems today you will have them multiplied quite a little a year 
from today. 

Mr. Breeprnc. Mr. McLain, I did not hear all of your testimony, 
but I am wondering. You have said you plan to step in and buy 
pork products when they reach a certain level. 

Mr. McLain. Yes, sir. 

Mr. Breepine. Do you have your buying program set up on a 
price for hogs when you will step in or is it a certain date when you 
will buy? 

Mr. McLarn. Neither one. I think it would be unwise for us to 
tell the packers at just what price level we will start to buy. I do 
not think you want us to manage it this way. I think our responsi- 
bilities as administrators of these funds, which are taxpayers’ funds, 
is to use them the most effectively we can, to help the problem that 
is facing us. That is exactly what we plan on doing. I think for us 
to tell you today that we were going to start to buy on a certain day 
or at a certain price could well cause the hog market to drop, which 
certainly you do not want and we do not want. 

Mr. Brerepinc. But you will base your buyings on the price of 
hogs. 

Mr. McLain. Well, historically we think we know pretty well what 
the marketings will do this fall. We are all triggered, ready to go. 
The fact is, had the price drop we had 3 or 4 weeks ago continued a 
little more we would now have been buying pork. But the market 
started the other way. The market is up to $15 now. Receipts are 
off today, and so prices may get higher. The fact is our experts 
think it may. We do not think it is the wisest use of funds to jump 
into the market under circumstances like that. 

We can use them, maybe better, a little later. We are planning on 
doing that. 

Mr. Breeprna. The price of pork definitely has a bearing on the 
price of beef, too, in the long run, does it not? 

Mr. Mcharn. A housewife, when she goes in the market with so 
much money to spend, has her own desires and her husband’s desires 
as far as meat is concerned. But she will generally buy the kind of 
meat where she can get the most for her money. 

That has been my observation. Fortunately, the cattle market 
has been very good, too. This, of course, helps the hog market. 
There is no question about it. We are hopeful that that will continue 
because it is very unfortunate when you have both hog and cattle 
eyeles breaking at the same time. That happened back in 1956. 
Of course, then the cattle ¢ yele turned because of the drought we had 
had in the Southwest. We had a lot of marketings of the kind of 
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cattle that otherwise producers would have kept. This hurt the hog 
market. There is no question about it. 


Mr. Brrepinc. How much money can you spend on this hog | 


program? 

Mr. McLain. There is quite a substantial sum. It is more than 
$100 million. Of course, as you know, the funds that we have for 
use for most of these purchases are available for other commodities ag 
well as pork. Of course, the law prohibits us from going beyond a 
certain point. We are also supposed to use our judgment as adminis- 
trators in using these funds, not only for pork, but for the many other 
problems that we run into during the year when we have commodities 
that get into a jam, particularly the more perishable commodities, 
We are sure that before we get through with this there will probably 
be in excess of $100 million used. But then it will all be consumed. 
Most of it will be consumed or a lot of it consumed in school lunch 
programs. 

Mr. Breepina. What price can hogs drop to before there is no 
profit? 

Mr. McLain. The hog-corn price ratio today is a little over 12, 
(You have some good hog men sitting around the table here.) It is 
still profitable at that level. If you get much below that, from 12 to 
10, you begin to reach the point where it is not so profitable. 

Mr. Breepine. It isn’t likely you will move in until it gets to that 
position; is that right? 

Mr. McLarty. Again, we are going to move in when we think we 
can use this hundred million dollars plus to the maximum advantage. 
I do not think you would want us to tell you what day we were going 
to do it. If you were a packer vou would be watching that with great 
interest. 

Mr. Breepine. That is all, Mr. Chairman. 

Mr. Poace. Are there any further questions? 

Do you have anything to add? 

Mr. McLain. No. 

Mr. Poacr. Do any of your associates have anything to add? 

Mr. McLain. No. 

Mr. Poacre. Thank you very much. We appreciate vour coming 
up and presenting your statement. 

Are there others to be heard this morning? 

Are there any members who have any witnesses they wish to be 
heard this morning? 

Mr. Horven. Mr. Chairman, may I make an inquiry off the record? 

Mr. Poacer. Off the record. 

(Off the record.) 

(Whereupon, the committee proceeded to further business.) 
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PAYMENTS ON LIGHTWEIGHT HOGS AND SALE OF 
HAY ON CONSERVATION RESERVE ACREAGE 


TUESDAY, AUGUST 18, 1959 


Hovusr oF REPRESENTATIVES, 
ComMopity SUBCOMMITTER ON LIVESTOCK 
AND Frsp GRAINS OF THE COMMITTEE ON AGRICULTURE, 
Washington, D.C. 

The subcommittee met at 10 a.m., pursuant to recess, in room 1310, 
New House Office Building, Hon. W. R. Poage (chairman of the sub- 
committee) presiding. 

Present: Representatives Poage, Jennings, Matthews, McGovern, 
Coad, Breeding, Hogan, Hoeven, Dague, Quie, Short, Mrs. May, 
and Latta. 

Also present: Representatives Anderson, Johnson of Wisconsin, 
Hyde H. Murray, assistant clerk. 

Mr. Poaces (presiding). The subcommittee will please come to 
order. 

The committee has met this morning to continue discussion of the 
Hogan bill. 

I note that the American Farm Bureau Federation is supposed to be 
represented by Mr. Woolley, but he is not present. Is somebody else 
representing them? 

Mr. Murray (assistant clerk). They are on their way. 

Mr. Poacr. Does anyone else wish to be heard on this bill? We 
will hear from the Farm Bureau when a representative of that organ- 
ization arrives. 

Mr. Morris. I am administrative assistant to Congressman H. Carl 
Andersen. The Congressman is unavoidably delayed, but have a 
very brief statement that I would like to present in his behalf. 

Mr. Poaar. We will be delighted to have you present it. 


STATEMENT OF HON. H. CARL ANDERSEN, A REPRESENTATIVE 
IN CONGRESS FROM THE SEVENTH CONGRESSIONAL DISTRICT 
OF THE STATE OF MINNESOTA, PRESENTED BY WILLIAM E. 
MORRIS 


Mr. Morris. Mr. Chairman, this is a statement in behalf of Con- 
gressman H. Carl Andersen. 

Mr. Chairman, I appreciate this opportunity to appear before your 
committee which is so vitally concerned with the well-being of farm 
people and our farm economy. I recognize fully the handicaps under 
which you labor and I commend you for your persistence in the search 
for legislative answers to some of our fundamental farm problems. 

As a preliminary to my brief statement, may I say that I have no 
pride of authorship and my bill before you is, at best, a proposal to be 
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considered and perfected if you should see fit to give your approval to 
its principles. In addition, I would remind you that when it comes to 
agricultural legislation [ am not concerned with sectional, partisan, or 
other considerations which have at times so deplorably divided us in 
the development of farm programs. I have never been party to such 
divisions and do not intend to be in the future. 

My bill, H.R. 8530, is a relatively simple bill. It is designed to 
cope with a temporary problem of heavy hog production as we enter 
that end of the hog cycle. As every member of this committee knows, 
these cycles occur with regularity as the production pendulum swings 
back and forth. In 1952, for example, we reached a high production 
level. Another high occurred in 1956, and here it is again in 1959, 
As is the case in all commodities, a small margin of surplus sets the 
course of the market and if left to its own will cost farm people far 
greater losses than the small percentage of surplus rightfully should, 
This is especially true in the case of perishables which must be 
promptly marketed, promptly processed, and consumed within a rela- 
tively short period of time. Pork is a prime example. 

The impact of volume marketing of hogs involves more than just 
hog numbers. It involves the time of marketing and the weight of 
animals marketed as well. In periods of plentiful supplies of ‘cheap 
feed such as we now experience in the Midwest, farmers have a natural 
tendency to increase hog numbers and to feed them beyond desirable 
market weights in an effort to obtain a fair return for their grain. 

On August 3, Secretary of Agriculture Benson discussed this cur- 
rent problem at his press conference. At that time he talked about 
three possible means of maintaining market stability. First, he an- 
nounced a lard export program to reduce the depressing effect of excess 
quantities of lard on the hog market. Second, he called upon farmers 
to establish a more orderly market pattern and to bring their hogs to 
market at desirable weights rather than to overfeed them. Finally, 
he mentioned plans for a pork purchase program for the school lunch 
account. 

My bill is designed to facilitate the second major point made 
by the Secretary; namely, the orderly marketing of lightweight 
hogs. It provides for incentive payments not less than $1 nor more 
than $3 per hundredweight to encourage farmers to bring their hogs 
to market at less than 200 pounds instead of fattening them with 
excess lard for which there is no market and which meets objections 
from most housewives. The. higher incentive payment would be 
provided at the lowest market levels, and the lower payment at 
higher levels. For example, when the market is less than 80 per- 
cent of parity as it is now the payment would be $3 per hundred- 
weight. When it was between 80 and 85, it would be $2; and it would 
be $1 per hundredweight between 85 and 90. 

Now, Mr. Chairman, look at the possibilities of such a program. 
I have marketed a lot of hogs in my time and with a $14 market, 
such as we have today in St. Paul I know a $3 per hundredweight 
incentive payment would certainly be inducement enough for me 
to market my hogs below the 200-pound limitation. I am no 
different from most farmers and it is logical to assume that a great 
volume of hogs would go to market at the lower weights with an 
immediate effect on the pork and lard supply. 

Look at the statistics of our hog economy. In 1957 we slaughtered 
79 million hogs, and 77 million in 1958. The U.S. Department of 
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Agriculture estimates a total slaughter of 87 million in 1959 and 
attributes our market difficulties to that additional 10 million hogs. 
In recent years the average market weight of hogs has been between 
235 and 240 pounds. If a lightweight marketing incentive program 
such as I propose were in effect, we could very likely pull that average 
down close to 200 pounds and that would bring our actual pork 
production within desirable limits. 

If the price depressing surplus is about 10 percent of the total 
pork production as indicated by Department statistics, a program 
to reduce live weights of hogs by at least 10 percent should meet the 
problem. In addition, consumers would have made available to 
them more desirable cuts of meat without the fat most families dis- 
like in pork. 

Any way you look at the problem, Mr. Chairman, you logically 
come to the conclusion that some such program would be in the best 
interests of everyone concerned. It would be of direct value to the 
producers, it would eliminate the need for a vast purchase and storage 
program, and it would be designed to avoid the pitfalls of some of 
our other price support programs. 

I believe the principles of this proposal are sound, and I hope your 
committee will give it thoughtful consideration. 

Mr. Poaas. Thank you. 

Mr. Morris. Thank you. 

Mr. Poaacer. | notice that the Andersen bill differs from the Hogan 
bill in several respects. It has $1,000 as the maximum, and the 
Hogan bill has $3,000. 

Mr. Morris. $1,000 to the producer. 

Mr. Poace. Yes. And the Hogan bill has $3,000 as the limitation. 

Also, in the Hogan bill, it has $150 million overall amount. How- 
ever, I believe the bills are quite similar, are they not? 

Mr. Morris. I think so, at least in principle. 

Mr. Poaacn. Are there any further questions about the Andersen 
bill? 

If not, we thank you very much for your statement. 

Mr. Morris. Thank vou. 

Mr. Poaar. I see that Mr. Woolley of the American Farm Bureau 
Federation is now present. We will be glad to hear from you now, 


Mr. Woolley. 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION, 
PRESENTED BY FRANK K. WOOLLEY, LEGISLATIVE COUNSEL 


Mr. Woouuey. Mr. Chairman and members of the subcommittee, 
the American Farm Bureau Federation appreciates this opportunity 
to present its views with respect to H.R. 8394 as introduced on July 
27, 1959. 

As we understand the bill, its provisions are: (1) A subsidy payment 
applicable to all slaughter hogs marketed at live weights of 180 to 200 
pounds; (2) the Government will calculate rates of subsidy for each 
month with the object of assuring hog producers $14 per hundred- 
weight with the proviso that no incentive payment shall be less than 
$1 or more than $3 per hundredweight; (3) payments are to be made 
directly to producers of hogs who present sales slips to the county 
committee, evidencing the sale of eligible lightweight hogs; (4) pay- 








48 PAYMENTS ON LIGHTWEIGHT HOGS AND SALE OF HAY 


ments for any one vear are not to exceed $150 million to be made 
available from section 32 funds; (5) eligibility for payment is limited 
to $3,500 in any one calendar year to any one hog producer. Also, 
anv hog producer would be ineligible if he had a total income of 
more than $5,000 from off-farm sources or if he had contracted with 
a producer or supplier to finance any part of the cost of producing the 
hogs. 

As you know, the American Farm Bureau Federation opposes 
production payments as a means of bringing income into agriculture, 
Our resolutions on this subject, which were adopted by the elected 
voting delegates of the member State farm bureaus at the most recent 


annual meeting, which was held last December, reads as follows: 


We consider production payments to be unsound and dangerous to our economie 
and political system. 

Although the fundamentals of this food and fiber subsidy plan were decisively 
defeated in the House of Representatives in 1949, agitation for it continues in a 
variety of forms. 

Two of the latest versions of this plan were introduced in the last session of 
Congress. One version completely blanketed all farm production under the plan, 
while a second version applied only to the domestically used portions of the six 
basic commodities. 

Regardless of the form in which it is presented, the payment approach would 
stimulate production, depress market prices, and make farmers dependent on 
congressional appropriations for their net farm income and probably a part of their 
costs as well. 

Such a program would be fantastically expensive. It also carries a cheap food 
philosopy. Socializing the production and distribution of food and fiber, by having 
consumers pay a part of the cost through taxes—rather than pay full value at the 
store—is a trap for farmers. Ultimately as in other countries that have gone down 
the road to socialism, the payment approach also would be a trap for consumers 
since it would encourage inefficiency and thereby result in high real food and fiber 
costs. 

Payment limitations such as have been applied to practically all other direct 
payment Government programs, including the agricultural conservation payments 
program and the soil bank, would place a ceiling on opportunity and level indi- 
vidual farm incomes downward. Inevitably, farm income would be distributed 
on the basis of the politics of equal shares instead of by the market on the basis of 
each individual’s economic contribution to society. 

We vigorously oppose any attempt to adopt production payments as a substi- 
tute for price supports or as a means of bringing income into agriculture, regardless 
of whether such payments are financed by direct appropriations from the Treasury 
or by a tax on the marketing of farm commodities. 

In 1955, when the price of hogs dropped to a low of $10.60 per 
hundredweight because of heavy marketings, there was considerable 
agitation for Government intervention in the pricing of hogs. You 
will recall that as a result of the market price and heavy supplies, per 
capita consumption of pork was increased. At the same time farmers 
started to cut back on hog production. The 1956 pig crop was 
reduced 6.4 percent from a vear earlier and production kept at about 
the same level in 1957. As a result, the farm prices of hogs bounced 
back to $16.20 per hundredweight in December 1956, and to $17.90 
in 1957. In March of 1958 the farm price averaged $20.30 per 
hundredweight. Of course, the reason hog producers cut production 
in the spring of 1956 and again iil the fall is because the corn-hog 
ratio in the fall of 1955 and winter aud spring of 1956 was so low that 
heg production was unprofitable. Farmers, answering the economic 
signals of the market, as they always do, bred and kept fewer sows. 
As a consequence, hog prices in the fall of 1956 were from $3 to $5 per 
hundredweight higher than they would have been if the Government 
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had stepped in and supported hog prices in the fall and winter of 1955. 
Prices and the market work. Hog producers didn’t just find this out 
in 1955 and 1956. They have know it all the time. That is why hog 

producers insisted that ‘the Secretary not support hog prices in 1955. 
Experience with Government price supports on other commodities 
made it clear that Government price supports would mean more not 
less hogs, lower not higher prices, than would result if hog producers 
on their own initiative without Govenment interference got hog- 
numbers in line with market demand. 

If Congress were to adopt this proposal, the effect could be con- 

ceivably to encourage farmers to continue to breed sows and produce 

hogs to a muc h greater extent than they would in the absence of such 
a program. There i is also reason to believe that it would encourage 
the less efficient to wastefully produce and also attract new growers 
into the business who otherwise would stay out of production. 

Experience over the years makes it clear there is no easy way to 
make an adjustment to a hard economic fact. The evidence is clear 
that Government intervention more often than not aggravates the 
situation and makes the adjustment more difficult rather than more 
comfortable. The present prospect of a large increase in pork produc- 
tion with a consequent decrease in price is largely the result of surplus 
feed. However, the surplus feed was largely produced in response to 
incentives provided by the Government. Since Government in- 
centives are the main cause of our feed difficulty and the feed surplus 
situation is the main cause of the impending hog surplus, to attempt 
to solve the hog problem by another incentive program would be 
another serious mistake. 

The difficulties and dangers of the payment approach are far more 
impressive than the claimed advantages. Even the proponents of this 
idea admit that any direct payment program should operate within a 
very narrow price range of probably $11 to $13 per hundredweight, 
and that such a range might attract more resources into the industry 
and the program itself be the cause of a protraction of the low-price, 
low-income phase of the hog cycle. Again, the proponents seem to 
imply by the language they use that it would be better to avoid 
Government interference and allow the market to bring about the 
needed adjustments. Of course, we thoroughly agree with this 
_— point of view expressed by the proponents. 

The bill is apparently based on the assumption that payments can 
be used as a stop-gap measure to meet a short-run situation for a 
single commodity without protracting the low-price phase of the hog 
cycle. These assumptions are unrealistic. The terms of any pay- 
ment program would have to be determined through political processes. 
The bill as introduced is not based on $11 to $13 hogs but has been 
raised to $14 and there would be pressure to make the governmentally 
determined price lure even more dangerous by raising it to an even 
higher level. The probability is that other commodities would be 
added to the proposal for hogs and that the ultimate cost would be 
high. 

For example, the ‘Livestock and Meat Situation’’ report of the 
U.S. Department of Agriculture for May 1959, indicates thet the 
timing of the upswing in the cattle cycle might result in abundant 
cattle supplies being marketed at the same time that abundant 
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supplies of hogs are being marketed. The report reads in part as 
follows: 

Cyclical expansion in cattle numbers has moved into full swing. Cattle and 
ealf slaughter in January to April was about 11 percent below a year earlier. 
— of well-finished cattle was up, but that of all other classes was sharply 
ower. 

This slaughter rate indicates that a buildup of four to five million in cattle 
inventories during 1959 is underway. Such an increase would approach the 
fastest rate of expansion during the last cattle cycle. If it continues, it will end 
all hope of avoiding the overexpansion that brought distress in the last cycle. It 
would result in severe price declines in the early 1960's. 

It is highly questionable whether a level of support would be 
arrived at that would protect farmers’ income without retarding 
needed adjustment in hog production. 

Since production costs vary, a support level which would protect 
the income of the average producer almost certainly would provide an 
incentive for the expansion of low-cost production. Furthermore, by 
reducing risk to the individual, a guaranteed return tends to encourage 
greater production than would result from a free market price which 
averaged the same as the guarantee. Experience with other support 
programs suggests that supports would be set at a level which would 
induce additional production and that this would lead to a quota 
system. The higher the incentive the greater agitation there would 
be for controls. Farmers want more freedom—not more controls. 
Livestock producers are generally free and the vast majority want to 
stay that way. As you know, we have opposed ‘‘cow’’ quotas, and 
now we oppose what would lead to ‘‘sow’’ quotas. 

The bill before the committee, of course, limits the amount of pay- 
ments to an individual producer and violates a fundamental principle 
of our economic system. 

The proposed temporary nature of the program is no safeguard 
against an expansion of production. Farmers would not be convinced 
that their Government would let an emergency program lapse at the 
end of the year if prices were still below the support level—nor would 
the Congress be likely to do so. 

In the period before price supports led to a continuing surplus of 
livestock feed, it was assumed that fluctuations in hog production 
resulted primarily from variations in feed supplies. Feed surpluses 
have isolated hog production from the effects of variations in grain 
production, but we still have the hog cycle. 

Fluctuations in prices and production are sometimes painful, but 
they are the mechanism through which the market svstem corrects 
mistakes that otherwise would become more serious with the passage 
of time. The effect of the proposed program probably would be to 
stabilize hog prices at a low level by preventing the adjustments that 
would permit better prices. 

The current feed surplus reflects a misallocation of resources which 
resulted from price supports on feed grains and other commodities. 
Let’s not use the teed surplus as an excuse for destroying the ability 
of the hog producers to solve their own problems. 

Not only would a hog payment program be a mistake from the 
standpoint of the welfare of hog farmers in the United States, but it 
would also be a mistake as far as our relations with other countries are 
concerned. The Canadians have been considering a production pxy- 
ment program for pork produced in Canada. Canadian hog market- 
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ings have increased sharply in the last 6 months and were 33 percent 
greater during the first quarter of 1959 than in the same period in 1958. 
The buildup in hog marketings in Canada, apparently, is resulting 
from the increased production stimulated by a Government price 
support program. Now that Government-owned supplies of park are 
increasing, we understand that Canadian Government officials have 
been planning to dump future production on the market and to pay 
producers deficiency payments to make up the difference between an 
artificially-depressed market price and the Government guaranteed 
support price of hogs. The United States has permitted imports of 
pork and beef in certain amounts from Canada, and we have made no 
protest with respect to them. U.S. livestock producers and feeders 
don’t mind competing on a straight economic basis with anyone. 
However, we will not stand idly by and allow our livestock prices to 
be wrecked by the subsidized competition arising out of deficieney 
payment schemes. We have urged the State Department to investi- 
gate the impending developments in the United States-Canadian trade 
with the suggestion that if the Canadian Government persists in its 
plans to institute a payment program that the U.S. Government take 
effective action to prevent the dumping of Canadian pork in the U.S. 
market on a subsidized basis. We recommended the institution of 
countervailing duties in an amount equal to the deficiency payments 
paid Canadian hog producers by the Canadian Government. 

We have vigorously opposed the use of these payment schemes 
here in the United States because we realize that they result in “un- 
economic export competition.”’ In fact, we insist that unfair export 
competition results whenever a “supported commodity” is sold for 
export at a price lower than the price at which the production of the 
commodity was induced by Government programs. 

Attached hereto is a copy of a letter which has been addressed to 
the Secretary of State by the president of the American Farm Bureau 
Federation with respect to this subject. 

It should be clear that our foreign trade generally will suffer if 
either we or friendly nations adopt programs constituting such 
“unfair export competition.” 

Also attached to this statement is a copy of the discussion sheet on 
direct payment plans which is being used by Farm Bureau in policy 
development meetings being held at this time in the 2,600 organized 
county farm bureaus throughout the 48 States, Hawaii, and Puerto 
Rico. 

It is unfortunate that so much emphasis is being placed upon the 
solution of the individual problems of producers by action of the 
Federal Government. The attention bemg given to Government 
proposals distracts attention from the outstanding work that is being 
done by private groups to solve the problems of agriculture. For 
example, the National Livestock and Meat Board is doing an excep- 
tionally commendable job of stimulating the promotion of red meats, 
which includes not only pork but also beef and lamb. The Farm 
Bureau has cooperated with the rest of the food industry in carrying 
on a program to encourage more consumption of food through the 
“Food Comes First’? program. The promotional activities which 
have been carried on by Farm Bureau and other groups with the food 
retailers have performed an outstanding job of moving seasonable 
surpluses of not only meats but also fruits and vegetables when they 
have been in surplus supply. 
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I would suggest to the subcommittee that you take the Thursday 
newspapers for Washington and check the ads, and see the number 
of ads respecting the promotion of the sale of pork and pork produetg, 
And then I further suggest that you spend some time on Friday and 
Saturday in the chain stores and see how the housewives are respond. 
ing to the lowered market price, and the promotion work that is 
going on now to move the surpluses. 

Another instance of an outstanding job that is being done is the 
Farm Bureau office in Rotterdam established to encourage the ex- 
pansion of markets in Europe for all agricultural commodities. Many 
of the State farm bureaus are carrying on successful programs to 
encourage the efficient production and marketing of meat type hogs. 
All of these programs are being worked out by those who can do them 
best—the individual producer and the producer-controlled, voluntary, 
nongovernmental, private associations. ‘ 

In the past hog growers have successfully solved their problems 
through private initiative in a way that protects their opportunities 
to earn and get a satisfactory level of income. They have made the 
necessary adjustments and in so doing have successfully avoided the 
trap of price fixing and Government controls that would put a ceiling 
on the opportunity of hog growers to produce. By so doing, hog 
growers have benefited not only themselves but also consumers by 
providing them with a quality product without the waste which in- 
evitably results from Government interference. 

For the foregoing reasons, we strongly oppose the pending measure. 

Attached are the two documents mentioned in my statement. 

Mr. Poaae. Is this statement that you have referred to contained 
in your statement—I am referring to the one you have circulated 
over the country? 

Mr. Woo.tey. The import of it has been included in the statement, 
but this material as it is presented in this statement has not been. 

Mr. PoaGe. It has not been. I thought it had been previously. 
I would not like to put it in the record if it has been in’the record 
previously. 

Mr. Wootiey. We have no objection if you do not want to put 
it in the record. The only point is that it is not in this form; that is 
all. 

Mr. PoaGe. It is simply our policy not to put the same thing in 
the record twice. My question is, has it been put in the record before? 
If it has not been, we will put it in. If it has been, we would not want 
it to go into the record again. 

Mr. Woout.tey. The idea is included. However, it has not been 
included in precisely this form. 

Mr. Poace. I had been under the impression that it had been. 

It will be included then, with the understanding that it has not 
heretofore been in the record of the committee. 

(The letter to Hon. Christian A. Herter and the statement en- 
titled ‘‘Let’s Look at Direct Payment Plans” are as follows:) 

AMERICAN Farm BuREAU FEDERATION, 
Washington, D.C. 


Hon. CurisTiAN A. HERTER, 
, Washington, D.C. 

DeAR SecRETARY Herter: The American Farm Bureau Federation is con- 
cerned with the ominous prospect of U.S. livestock producers having to compete 
with Government subsidized pork from Canada. 


Secretary of State 
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Canadian hog marketings have increased sharply in the last 6 months and were 
33 percent greater during the first quarter of 1959 than in the same period in 
1958. The buildup in hog marketings in Canada apparently is resulting from 
increased production stimulated by a Government price support program. 

Now that Government-owned supplies of pork are increasing, we understand 
that Canadian Government officials are planning to dump future production on 
the market and to pay producers deficiency payments to make up the difference 
between an artificially depressed market price and the Government-guaranteed 
support price on hogs. 

The American Farm Bureau Federation is for mutual advantageous inter- 
national trade. Over the years we have supported policies designed to expand 
trade between Canada and the United States—and multilaterally between our 
two respective countries and the rest of the world. Also, we have aggressively 
resisted policies that would have had the effect of restricting such trade—includ- 
ing, specifically, trade in cattle, hogs, beef and pork. 

In 1958, the United States permitted the importation of an estimated 62 million 
pounds of pork from Canada, along with 54 million pounds of beef and veal and 
636,862 head of dutiable cattle. This represented a 126 percent increase over 
1957 for pork, a 13 percent increase for beef and veal, and a 74 percent increase 
over 1957 for dutiable cattle. 

We made no protest with respect to these imports, even with the sharp increases, 
and also the fact that it did tend to lower prices for hogs and cattle in the United 
States. 

In other words, U.S. livestock producers and feeders don’t mind competing 
on a straight economic basis with anyone; however, we will not stand idly by and 
allow our livestock prices to be wrecked by the subsidized competition arising 
out of deficiency payments schemes. 

One of the principal reasons we have vigorously opposed the use of these pay- 
ment schemes here in the United States is our realization that they result in 
“unfair export competition.”’ In fact, we insist that unfair export competition 
results whenever a “‘supported commodity’’ is sold for export at a price lower 
than the price at which the production of the commodity was induced by Govern- 
ment programs—and these include loans, purchases, blend prices arrived at by 
multiple price schemes, payments (including incentive payments, deficiency pay- 
ments, compensatory payments, production payments, etc.) and other similar 
devices. 

We respectfully urge that the U.S. Government investigate impending develop- 
ments in United States-Canadian trade, and if the Canadian Government persists 
in its announced plans to institute a payment program, we further urge that the 
U.S. Government take effective action to prevent the dumping of Canadian pork 
in the U.S. market on a subsidized basis. In this connection, we recommend that 
consideration be given to invoking countervailing duties in an amount equal to 
the deficiency payments paid Canadian hog producers by the Canadian 
Government. 

Very truly yours, . 
CHARLES B. SHumAn, President. 

Same letter sent to Hon. Ezra Taft Benson, Secretary of Agriculture, Wash- 

ington, D.C. 





Let’s Loox at Direct PAYMENT PLANS 


One of the big needs of our agricultural economy is greater sta- 
bility in prices and incomes. But we need also to maintain oppor- 
tunity for farmers to earn and get high per family net incomes. 

For 30 years Congress has tried to create a healthy agriculture 
through Federal laws, 


WHAT HAS HAPPENED? 


Farmers have been hurt by accumulated surpluses, overproduction, and ineffi- 
cient marketing practices that have resulted from these laws. Government stock- 
piles of surplus farm products represent an investment of close to $10 billion. 
The surplus is still growing despite everything that is being done to reduce it 
through allotments, quotas, soil bank programs, cutrate sales, and outright gifts. 
The end is not yet in sight. 

Programs to control production and marketing have not proved effective but 
have led to Government direction of the farmer’s business. As a result problems 
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have grown with the surplus. These problems must be solved or the entire farm 
program eventually will break down. 

We have heard from time to time that a system of direct subsidies—that ig 
Government payments along the lines of the old Brannan plan—might do the job. 
Such subsidies have been called direct payments, compensatory payments, defi- 
ciency payments, stabilization payments, equalization payments, income pay. 
ments, and production payments. 

Let’s examine the payment approach. How would such a plan work? What 
would it mean to farmers, businessmen, consumers, and the Government? 

Details vary from plan to plan, but one feature is fundamental to all payment 
plans. The Government—either the Congress or the Secretary of Agriculture — 
would decide what farmers should get for each of the products covered by the 
program. Most payment proposals provide 90 or 100 percent of parity supports, 
Farmers would then sell these products for whatever prices they could get, and 
Government payments would make up the difference between the market price 
and the politically determined price. As we shall see a little later, market prices 
would te artificially depressed under such a program. 

Consumers would get farm products at depressed market prices but they, of 
course, would pay higher taxes to provide the money necessary for making the 
Government payments. The cost of administering the program also would be 
paid by the taxpayers. 

The single commodity approach 

Some say, ‘‘Let’s try the payment approach, but only for a single commodity 
like cotton.’’ But would this be politically feasible? If the Government is going 
to make payments to support farm income, how could it justify including producers 
of some farm products and not the producers of others? All farm products are 
basic to the people whose livelihood depends on income from them and producers 
of all farm commodities have votes. 

It is unlikely that Members of Congress would vote for payments unless the 
commodities produced in their own States were included. So we must consider 
payments from a standpoint of agriculture as a whole as we look at their effects on 
farmers, businessmen, consumers, and Government. 
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HOW WOULD DIRECT PAYMENTS AFFECT FARMERS? 


Payments would cut farm income and injure farmers because: 

1. Payments would increase production regardless of market demand. 

In making production plans, farmers and ranchers would be counting on 
not only the market price but also the market price plus the promised pay- 
ment. As a result, production plans likely would be made without great 
concern for what consumers want. 

Experience with the so-called basic crops has demonstrated clearly that 
high price supports have been an incentive to increased production. This 
incentive would not be reduced by shifting from Government loans and pur- 
chases to direct payments. As a matter of fact, the incentive to increased 
production probably would be greater and more widespread. With a support 
program there are certain qualifications that determine eligibility for Gov- 
ernment loans and purchases. A payment plan that took the risk out of 
farming by guaranteeing a high unit return would pull more money into an 
already overcapitalized agriculture. With more money poured into agri- 
culture, farm production would zoom far beyond anything we have seen up 
to now. 

2. Payments would depress market prices. 

By stimulating overproduction, a payment program would force market 
prices far below the supply and demand levels that would prevail in the 
absence of any program. Farmers would be unlikely to cut production as 
market prices fell so long as the Government made up the difference. As 
prices were forced down, the rate of payment would have to be increased in 
order to make up the difference between the market and the promised return. 
This means that the tax cost of the program would increase dramatically as 
output increased and prices went down. 

3. Payments would lead to strict controls; lessen farmers’ freedom. 

Some of those who favor payments try to imply there would not be any 
controls to go with them. Logic suggests that the artificially stimulated 
production resulting from payments would bring controls more strict and 
more far reaching than anything yet experienced. A glance at some of the 
proposals gives some idea of how tightly the farmer might be regimented. 
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It is stated in some proposals, and implied in others, that each individual 
producer would be given a quota for each commodity he grows. At first 
farmers might be allowed to produce more than their individual quotas if 
they wished, but they would not get Government payments on the excess, 
As production and program costs mounted, however, it probably would not 
be long before the quota would become the maximum that the individual 
farmer would be allowed to raise and sell. In any case, it would soon get to 
the point that it would not pay for anyone to produce more than his quota. 

Payments would also be a perfect way for the Government to take control 
of wage rates, housing and working corditions fcr farm labor, and farming 
practices in general. After all, the farmer would have to qualify for the 
payments to stay in business. 

4, ?ayments would make farmers dependent on appropriations. 

With production greatly increased and market prices depressed, few, if any, 
farmers would be able to continue farming without subsidy payments from 
the Federal Government. Thus, the payment approach would make farmers 
dependent on congressional appropriations for their net income and probably 
for a part of their production costs. In effect, it would put farmers on the 
Government payroll without civil service status. Under these conditions 
farm income would become highly vulnerable to changing public and con- 
gressional sentiments. 

Once farmers became dependent on congressional appropriations, any cut 
in the funds needed for payments would mean a real squeeze on farm income. 

In view of the fact that farmers are rapidly becoming a smaller and smaller 
part of the total population, which means fewer and fewer votes, the level of 
farm income to be supported by payments would be decided largely by 
nonfarm interests. 

It appears that large annual appropriations for direct payments to farmers 
and ranchers could not be enacted without the approval or permission of 
powerful labor union leaders. It may well be that such labor union leaders 
would be more than willing at first to support an expensive payment program 
in order to destroy the independence of farmers and ranchers and increase 
their own political power— but farmers would then be dependent on the 
whims of these same labor leaders. 

5. Payments would place a ceiling on opportunity and level down farm 
income. 

From a political standpoint the most equitable basis of distributing money 
to individuals is on an equal basis—one share, one vote. In order to make 
the program “equitable’’ Congress almost certainly would adopt a top limit 
on payments to individuals. It is readily apparent that such a plan would 
move in the direction of leveling individual farmers’ incomes by Government 
decree, 

As John Strohm said in a recent issue of Reader’s Digest, this would pull 
up the inefficient farmer a little and encourage more of them to stay in farming. 
Such help would still not make them efficient. At the same ttme strict 
quotas and controls would pull down the larger, efficient family farm. 

The record on other direct payment programs shows what should be 
expected. 

ere’s one example: 

Although the agricultual conservation payments program was designed to 
promote the public interest by encouraging farmers to adopt soil conserva- 
tion practices, the original law limited such payments to a maximum of 
$10,000 per farm. But in spite of this, Congress gradually reduced the maxi- 
mum payment from $10,000 to a low of $1,500 during a period in which the 
value of the dollar was declining. 

6. Payments would create a cheap food and fiber philosophy. 

Socializing farm products by having consumers pay a part of the cost 
through taxes rather than paying what food and fiber are worth at the store— 
would turn out to be a trap for farmers. Artificially low market prices result- 
ing from the payment program would teach consumers to expect to buy farm 
products at less than true values. This would cause consumers to resist the 
increase in farm prices that would be needed whenever the payment plan 
was cut back or ended. 

Since the payment plan would lead to inefficiency, it actually would mean 
high cost food and fiber when both tax costs and market prices are taken into 
consideration. 
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7. Payments would increase costs to young farmers entering agriculture, 

Under a Government payment program the right to receive payments 
would acquire a market value. We have already seen this type of thing 
happen under acreage allotments and marketing quotas. 

In order to get established in business, farmers would have to pay for the 
right to produce, in addition to the usual costs of starting a farming operation. 
That is, the price of the right to produce would be capitalized into the valye 
of the land. This means, in effect, that the value of the quotas, or right to 
receive payments, would accrue largely to the group of farmers in business 
when the plan became effective. Succeeding farmers—young people and 
those wanting to expand—would have to buy the quotas, or rights, from 
present holders. Thus, to them the scheme would become a cost item—g 
capital outlay. 

This could greatly complicate the already difficult task faced by young 
people who wish to farm and those whose operations are too small for 
efficiency. 


HOW WOULD DIRECT PAYMENTS AFFECT BUSINESSMEN? 


Payments would injure businessmen. 

Some businessmen who deal in farm commodities apparently think that a 
direct payment scheme would get the Government out of their business. On the 
contrary, a payment program likely would invite complete regulation of every 
detail of trade in farm products. With the Government obligated to pick up the 
check for the difference between a promised support price and a demoralized 
market price, every change in commodity prices would be public business because 
it would involve millions of dollars of tax funds. 

The Government almost certainly would be forced to regulate trading, set 
processing margins, and direct the use of farm products—in efforts to hold down 
Government costs and sell consumers on the program. 

Some businessmen who sell to farmers apparently feel that the payment scheme 
would enable them to increase their sales. It is more logical to expect that pay- 
ments eventually would reduce sales to farmers by holding back the development 
of a strong, efficient farm economy. If businessmen who sell to farmers want 
Government money pumped into their business, they should be forthright enough 
to ask that the money be paid directly to themselves instead of promoting a pro- 
gram that would cripple agriculture. 


HOW WOULD DIRECT PAYMENTS AFFECT CONSUMERS? 


A Government payment program would increase food and fiber costs to con- 
sumers because: 

1. Payments would lead to the restriction of low-cost production. 

With prices artificially depressed by the program the placing of quotas and 
limits on payments to individual farmers would keep low-cost producers 
from expanding production. Limiting the size of farming operations would 
increase costs for many producers, as has happened under present programs. 

2. Payments would encourage high-cost production. 

Government payments would encourage high-cost producers to continue 
noneconomic production in order to qualify for the highest possible amount 
of Government payments. In reality, this plan would penalize efficient 
producers and reward the inefficient, thereby raising the overall cost of 
production. 

3. Payments would waste resources. 

In a free market, prices mirror the relationship of what is produced to 
what consumers want. Under our market system, consumers decide daily 
what should be produced by their free choices in buying millions of items. 
When the Government decides what producers are to receive, it also decides 
what is to be produced. It is inevitable that the Government would distort 
production patterns by misguessing consumer desires. The resulting waste 
of resources would show up in increased costs for the things that consumers, 
including farmers, really want. 


HOW WOULD DIRECT PAYMENTS AFFECT GOVERNMENT? 


A payment program would affect the Government’ through: 
1. Increased farm program costs. 
In discussing payments, those favoring them generally have soft-pedaled 
the costs to the Federal Treasury. 
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When Mr. Brannan, as Secretary of Agriculture, presented the payment 
scheme to Congress in 1949, he pleaded lack of knowledge of the probable 
costs and avoided being specific. 

On October 10, 1957, the USDA estimated the cost of an across-the-board 
direct payment program at 90 percent of parity would amount to $10.7 
billion. It was estimated that cotton payments alone would amount to 
about $1.4 billion. Ifthe Department’s estimates are adjusted to 100 percent 
of parity, without any allowance for further increases in production and 
resulting lower sales prices, total payments would amount to over $15 billion 
annually. 

It is argued by advocates of payments for a single commodity like cotton 
that payments would be less costly than the present program. This assumes: 

(a) The program could be enacted without including other commodities, 

(b) Production would not be stimulated. 

(c) Sales prices would not be depressed. 

(d) Production controls would be enforced in a manner that would mini- 
mize the cost. ; 

Experience here and abroad has demonstrated the fallacy of these 
assumptions. 

2. Increased taxes or more inflation. 

It is obvious from the facts pointed out above that a payment plan would 
result in an enormous increase in taxes or another strong simulant to inflation. 

3. More international friction. 

Payments would create further international friction by increasing rather 
than decreasing subsidized production for export. 

A payment program which assured U.S. producers of a return substantially 
above the world market would encourage increased production without regard 
to the trend of world prices. This would be true even if payments were to 
be restricted to the domestically consumed portion of the commodity, because 
farmers would plan production on the basis of the average return received. 

Exports are, in fact, subsidized whenever Government programs make it 
possible to seil a commodity for less than the return which the producer 
received for producing it. 

The export of commodities produced under the stimulus of a payment 
program would be considered a form of dumping by many countries. Conse- 
quently, it could lead to international complications, including retaliatory 
actions against our exports. 

Currently there is considerable opposition among other exporting countries 
of the world to U.S. export policy with respect to wheat, cotton, tobacco, 
and feed grains. In addition to aggravating this situation, broad scale use of 
payments would create innumerable further cases of international friction as 
the difficulties presently evident are spread to a greatly increased number of 
agricultural commodities. 

It is obvious that payments would have a damaging effect on farmers, con- 
sumers, businessmen, and the Government. 

Payments would increase, rather than decrease, the involvement of “Govern- 
ment in the affairs of individual farmers. And farmers want less Government 
interference, not more. 

Farm bureau policies propose sound programs to solve farm income problems 
which will preserve freedom and maintain opportunity. These policies are a 
result of the policy development procedure wherein farm bureau members meet 
in local, State, and national meetings, discuss the issues of concern to farmers, 
and decide what they are for and against. 

The enactment of a payment plan would block adoption of these sound pro- 
posals. Payment schemes must be defeated or we will lose the opportunity to 
build a strong and healthy agriculture in which farmers can earn and get high per 
family net incomes. 


WHAT CAN WE DO TO DEFEAT THE PRODUCTION PAYMENT CONCEPT? 


Here are some questions for you to consider. 

1. What effect would the payment system have on your future as a farmer? 

2. What effect would payments have on the commodities produced in your 
community. 

3. What do you think a full-scale payment program would cost? 

4. Do you think Congress would provide the money? 

5. What do you think would happen whenever Congress tried to reduce the 
Federal budget? 
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6. Would the farmers of your community be willing to depend on annua} 
appropriations from the Congress for their net income? 
7. How much do you think the 88 percent of the people who are not farmers 


would be willing for the Government to pay an individual farmer? $50,000? | 


$25,000? $5,000? $1,000? 

8. Do farmers, businessmen and consumers in your area understand the 
dangers of the payment approach? How ean you help to improve their under. 
standing? 

9. What kind of an action program should your local farm bureau conduct to 
get understanding of the dangers of payments and to convince your Members of 
Congress that farmers do not want to take this step toward socialism? 


Mr. Coan. I notice in your statement on page 7 that you refer to 
the document titled ‘‘Let’s Look at Direct Payment Plans.” 

Mr. Woou.ey. That is correct, sir. 

Mr. Coan. You, also, stated that this is being used by the Farm 
Bureau in policy development meetings being held all over the coun- 
try, in the 48 States, Hawaii and Puerto Rico. 

Mr. Woouitery. Yes. 

Mr. Coan. Is not Hawaii a State? 

Mr. Woottey. I had understood that Hawaii was not technically a 
State at this time. 

Mr. Coan. It should be 49 States, Hawaii and Puerto Rico then. 

Mr. Woot.ey. We do not have an organization in Alaska. 

Mr. Coan. This is what you give your people in your policy formu- 
lation meetings? 

Mr. Woo ttey. This is one of the tools that we use to stimulate dis- 
cussion and to arrive at a determination of policy. 

Mr. Coan. It is my understanding that the policy of the Farm Bu- 
reau comes from the grassroots. 

Mr. Wootiry. The Farm Bureau, Congressman Coad, you know, 
was originally organized in the counties. ‘The counties then federated 
into—— 

Mr. Coan. I understand that. 

Mr. Woo..ey (continuing). In to the State organization. 

Mr. Coan. I asked the question whether or not the policy came 
from the grassroots up. 

Mr. Woo.tey. I am trying to answer your question. The State 
then federated into the national organization. 

The American Farm Bureau Federation has no power to force any 
State or county to adopt any policy. If the State or a county does not 
azree with a policy that is decided nationally, they are free to go ahead 
and follow their own way. It is strictly one of self-discipline, because 
the people know that it is in their interest to go ahead and carry out 
the policies that have been arrived at through the organization. 

Mr. Coan. The people meet in the townships. They meet in their 
own homes; is that not right? 

Mr. Woo tey. In some areas of the country they meet in their own 
homes, yes. In other areas they meet in other places. 

Mr. Coan. This is one of the documents that is furnished in order 
to be the basis for their discussion on what the policy should be? 

Mr. Woo..ey. We have prepared this as a discussion sheet which is 
sent to the States. The States make them available to the counties 
on the basis of the number—the quantity that the county wants. 

Mr. Coan. I have seen this sheet before. I might say I have at- 
tended township meetings of the Farm Bureau Federation. 
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I have not had previously a hard and fast rule in my mind whether 
or not there ought to be direct payments. I think that there might 
be times when it would be the responsible position to take to permit 
direct payments. On the other hand, I think there are times when 
the direct payments should not be made and would be contrary to 
good economics. But I dare say, after having looked at this docu- 
ment, that it is the most one-sided propaganda instrument I have 
ever laid my eyes on. And if this is the kind of thing that is going 
out into the township meetings, then I cannot see how the American 
Farm Bureau Federation can say that its policy comes from the 
grassroots, because anybody who is unschooled in economic matters, 
after having read this document, would be led absolutely to only one 
conclusion. . 

And on the back page you will notice there is the question in bold 
type, ““‘What can we do to defeat the production payment concept?” 
There is only one direction that this instrument is guided to. It is 
not for a prediscussion. It is a matter of propaganda that is being 
placed into the hands of your people. 

And I resent any Farm Bureau officer coming before this com- 
mittee while I am sitting here who says that the policy of the Farm 
Bureau is an open policy that comes from the grassroots. That is 
amisnomer. And it certainly is not correct. 

That is all, Mr. Chairman. 

Mr. Poags. Thank you. 

Mr. Woo.tey. I would like to respond to your comment to this 
effect. 

Mr. Poacre. You may—— 

Mr. Woot.ey. Of course, if the chairman does not want me to 
do so- 

Mr. Poacr. You may make any comment that you want to make. 

Mr. Woot.ey. The point that I made is a very valid pomt—that 
the Farm Bureau, unlike any other organization, cannot withdraw a 
charter if the people in a particular State do not go along with the 
idea of the national officers. 

The national officers, after they have received, through the annual 
meeting, an instruction that we are supposed to be for a particular 
thing, we continue to be for that, and we do not go out and try to 
convince people contrary to the policy that has been arrived at. 

_ We think it is our business to carry out the policies of the organiza- 
tion. 

I read to you in the statement earlier the position that the American 
Farm Bureau Federation took at its last annual meeting with respect 
to production payments. This was adopted by the voting delegates 
of the 48 States, elected by their own people. 

And I dare say that the people in Iowa, where you have attended 
meetings, are fully capable of analyzing any proposition that comes up. 
And whenever they decide that they are for production payments, 
they will have the kind of initiative to make that known to their State 
organization, and then bring their State organization power to bear 
in the national meeting to bring that about. 

And I am sure if you have attended any meetings to any extent in 
Iowa, you know that the people in Iowa have that capacity. 

Mr. Poaar. Are there any further questions? 
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Mr. Coan. I am quite well aware of the sentiment of the people 
in lowa. I still contend that many of them are not schooled in sueh 
technical points as direct-payment plans. And when this is placed 
in their hands, and this is the total source upon which they rely 
it is obvious that there is no other conclusion, when they sit down at 
one meeting, but what they will come out with the idea that direet- 
payment plan is not the program for them. 

I might say here that maybe this was in fact the policy of the 
American Farm Bureau Federation in the last year, and it was all right 
then. Here is a previous policy of the Farm Bureau being placed 
now in the hands of the people in this year with the very direct idea 
that it is going to continue to be the policy for the next year. It is q 
self-feeding proposition. 

Mr. Woouxery. I would merely comment that we do everything 
we can to influence the people to go ahead and act in the direction 
in which we believe they ought to go, but they are free—there is no 
coercive power whatsoever—they are free to decide what they want, 
Thev decide what they want and they can pick up any other literature 
on the subject and study it, and they can go ahead and change the 
policy any way they desire. 

As I have pointed out before, unlike other organizations who, if 
the local people disagree, they can remove their charter; we cannot 
do any such thing as that. 

Mr. Poaaes. Are there any further questions? 

Mr. Latta. On page 5 of your statement, Mr. Woolley, vou take the 
position that there should be sow quotas. How would such quotas 
work? 

Mr. Woouuey. Well, we, of course, do not know for sure how they 
would work, but we know that in the past there have been many 
proposals for quotas with respect to the marketing of all kinds of 
agricultural commodities and there is a general feeling on the part of 
many people that in the case of price supports you ought to have 
production controls. It is our feeling that the very nature of payments 
are such that it would inevitably result in quotas with respect to hogs. 

We, of course, would be very strongly opposed to that. 

We think the livestock producers, if they thought that was coming, 
even those who say they are for some kind of payment, would be 
very hesitant to go ahead and encourage the application of quotas. 

Me. Larra. Your position then would be that inevitably it would 
come around to Government control as the Government would not 
pay $3 a hundredweight without asking the farmer to give up some- 
thing in return. 

Mr. Woo.tuey. That would be the inevitable result. 

It would put on two kinds of limitations—one as provided in the 
bill, the limitation on the payment of $3,500 which would probably 
be reduced over a period of time to a lower figure, and then, also, 
put on production controls of some kind. This is our feeling. And 
we think the record is abundantly ciear that this is what has happened. 
And we, also, think that the Iowa farmer, for example, as Mr. Coad 
referred to, will find himself in a very unhappy position if he had the 
production of hogs cut down to the same kind of a level as the tobacco 
growers, for example, have had in the case of burley tobacco. 

Mr. Jennincs. The tobacco growers are pretty well satisfied with 
that. They voted 99% percent in favor of it. They have controlled 
production and have kept it in line with the demand. 
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Mr. Woou.ery. Of course, we do not believe that the 99-percent 
vote is indicative. 

Mr. Jenninas. Who do you mean by ‘‘we’’? 

Mr. Wootiey. The American Farm Bureau Federation. 

Mr. Jennines. The American Farm Bureau Federation members 
are the same ones who voted for this program on the local level. 

Mr. Woout.ry. They haven’t got any choice. You would vote the 
same way, so would I vote the same way. 

Mr. Jennines. They do aot have any choice as to whether they 
are a member of the Farm Bureau, because of your insurance program 
being so much cheaper. 

Mr. Woou.ey. Of course, that is completely an unjustified state- 
ment. 

Mr. Jenninas. It is not. 

Mr. Woou.tey. That they have no choice except to belong to the 
Farm Bureau. 

Mr. JenniNGs. It is for economic reasons an economic choice; yes. 

Mr. Woouttey. Well, your use of the word “choice” and my use of 
the word “‘choice”’ are completely different. Choice is when a person 
exercises his own free will because he wants to do so. You are arguing 
I have no choice except to go to a particular store for something be- 
cause the price is cheaper than some place else. That is the exercise 
of choice in my judgment. 

Mr. JENNINGS. We have either a choice of voting for or against the 
program in burley tobacco. 

Mr. Wootuey. I am talking about your statement that you have 
no choice except to belong to the Farm Bureau. 

Mr. JENNINGS. From the standpoint of getting the insurance that 
you people have. 

Mr. Larva. Will you yield at that point? 

Mr. Jenninas. He would have the same choice on the hog program 
as on the tobacco program, would he not? 

Mr. Wooutey. I insist that he does not have any choice under the 
tobacco program. It is presented to him in such a way that it does 
not make any sense for him to go in the other direction. 

Mr. JenninGs. That is what I was saying exactly, as to tlre insur- 
ance, as to the definition of choice. 

Mr. Woouuey. One is a governmentally rigged proposition, and the 
other is a private proposition. 

The Farm Bureau is a private organization, and we make a very 
distinct difference. 

Mr. JENNINGS. You have a choice? 

Mr. Wooututey. We make a very distinct difference between a private 
organization and a public organization. 

Mr. Jenninas. And both are economic choices? 

Mr. Woouury. Not in my opinion. It is partly a political choice 
in the case of the Government program. And in the case of the 
other program it is not. 

Mr. Jennines. How many members do you think you would have 
if you would withdraw the insurance progr: am? 

Mr. Wooutry. Well, before we had the insurance program, we had 


in the neighborhood of ‘about 1 ,500,000 members, and we have about 
1,600,000 members now. 
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Mr. Jennincs. Do you think you would only lose a hundred 
thousand members if you were to drop out the insurance program? 

Mr. Woo ttey. I do not think we would lose anything like a million 
members. 

Mr. Jenninas. I do not think that you would have anything like 
a million members if you would get out of it completely. 

Mr. Woottey. Of course, that is a little beside the point. That 
is your opinion. 

r. SHort. I want to commend the gentleman for a very realistic 
statement, it seems to me, about the basic proposition that we are 
concerned with here in this legislation. I think it is a true statement 
that you have clearly made that the livestock industry wants to stay 
free from controls. They, certainly, fear, as I fear an abiding fear 
of any movement in the direction of applying a program such as to 
a perishable product, by virtue of the experience we have had with 
other commodities where it has been attempted in connection with 
and we have inevitably had to resort to controls. I certainly believe 
that the livestock people have been justified in their position in oppos- 
ing Government price support programs. Certainly, the cattle 
industry, it seems to me, has been. 

I am not very much of a hog producer. And I do not like to be in 
the position of telling other commodity groups what they should do. 
And whatever is done in the way of stabilizing hog prices must 
inevitably have an effect on other meat products. Certainly, cattle 
can be affected by this. 

I want to emphasize the fact that it seems rather peculiar to me 
that if this legislation is so desirable to the hog industry that it is 
rather peculiar there are not more hog producers here before this 
committee indicating their approval of such a program. 

Mr. Larra. You said something in connection with the store ads 
on Thursday. 

Mr. Woottey. That is right. 

Mr. Larra. Have you made some effort to get the chainstores to 
run specials on pork? 

Mr. Wooutrey. The National Livestock and Meat Board, the 
retailers, the independent retailers, the chainstores, the Farm Bureau, 
everybody connected with this is carrying on a campaign to try to 
move pork and pork products. And the Department of Agriculture 
in its program is helping. So that you will get the results of this in 
the current activity that is going on as expressed in the newspapers. 

Mr. Larra. I am glad to hear that, because I said before this com- 
mittee that I believed in that effort, an attempt to get the price down 
for the consumer. I think you have hit the nail on the head, in 
starting that campaign. I think that the American people will eat 
more pork when you stress that, when they can buy it cheaper this 
week than last week. I think that everybody will buy more. 

Mr. Woo..ey. The whole private distribution system has been 
very cooperative with the Farm Bureau and the other people who are 
interested in moving these supplies without the intervention of 
Government. They have put on all kinds of campaigns. And I 
think that if you will check the activities of people on a private 
basis you will find that they are really tremendous. I mean, this 
whole idea that the Government has got to intervene every time there 
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is a jiggle in an economic situation is actually ridiculous when you 
look at it in its proper light. 

At one time we had the concept that the Government ought to 
intervene when things got really tough. That has gradually moved 
over to a point of view that whenever there is a little jiggle someplace 
in the economic system, people should get up and start running around 
and yelling calamity and try to get the Federal Government into the 
program which is of a very questionable value. 

e, of course, think it is wrong. 

Mr. Jounson of Wisconsin. Did I understand you to say every 
little jiggle? 

Mr. Woo..ey. Jiggle, sure. 

Mr. Jounson of Wisconsin. Is that what you said about it? 

Mr. Woo.t.ey. Of course, when you are talking about hogs, hogs 
are not at the price level they were in 1955. In all of this talk im 
1955 that the Government ought to do something and that the 
Government did not do anything, and what happened, where did 
the price of hogs go to? They went to over $20 a hundredweight. 
And if the Government had gotten in the price of hogs would never 
have gotten to $20 a hundredweight. They would have remained 
down. All the evidence in the world is to that effect, and that is a 
fact. 

Mr. McGovern. Mr. Woolley, the Secretary of Agriculture has 
the authority now, it is my understanding to do something. I believe 
he used that authority after the fall of the market in 1955. 

Mr. Wooutey. To a degree; it did not amount to very much. 

Mr. McGovern. Does the Farm Bureau approve of that au- 
thority. 

Mr. Woo.uey. We are not opposed basically to the authority 
that is in section 32 to purchase surplus agricultural commodities, 
but we are not deceived as to the great effect that it might have. 
We do know this is true, that once a market price becomes demoralized, 
that it is more difficult many times to reestablish it than if something 
were done at the time it is being demoralized. 

We think section 22 can be used very effectively to help in that 
kind of a situation, but trom the standpoint of the total amount 
of supplies that are taken off the market, it does not amount to much. 

Mr. McGovern. I agree with you that the time to move is before 
the bottom has fallen out. Would that not indicate that the Secre- 
tary might have made a mistake to have waited until the market 
hit the bottom before he used his authority? 

Mr. Woout.ery. I am not in a position to state here whether or 
not I would try to substitute my judgment for the Secretary of 
Agriculture’s judgment at that time. I know that these things are 
very complex. There are all kinds of economic factors running 
through them. It becomes a rather fine question of judgment as 
to when you ought to take action with respect to moving in on a 
section 32 program. 

Mr. McGovern. There is not any doubt about the fact that 
Secretary should not wait until the market hits the bottom before 
he moves. 

Mr. Woottey. I do not know about that. Maybe the market 
would have gone lower. I donot know. Thus, I cannot say. I am 


_ not familiar with the fact. 
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Mr. McGovern. Certainly, a $i0 price would not protect the in. 
come of the farmers in the hog business? 

Mr. Wooutey. In order for you to get an adjustment, what you 
have got to get is to get the corn-hog ratio in a position where it is 
unprofitable for many ‘farmers to produce hogs. ‘This is when you get 
the adjustment. 

Mr. McGovern. It just seems to me that what you have said is g 
sed good argument for the bill that is before us. Here we have 
egislation that does seek to have the Secretary move before the hog 
prices become so low that the whole country has paid a renin 
economic cost. I think in the long run it is much cheaper to use q 
program that will prevent the market from falling out completely, 
than to move in after everybody has gone through the wringer. 

Mr. Wooutey. That is one point of view. You probably do not 
know this, but I was in the Department of Agriculture from 1933 to 
1951 and was a very strong advocate of many of these programs, [| 
still believe in the fundamental basis of them, if they are used on a 
cautious basis, but the experience that I have had in the Department 
of Agriculture—and there are members on this committee who have 
been here for a long, long time, and I think they know that generally 
the Government programs have had the effect of keeping prices down 
as far as the farmer is concerned. The main criticism [ have of the 
way the farm program has worked in general over the last 25 years is 
that it has actually cost the farmers by creating surpluses and holding 
down on the market prices and actually causing a delay in the adjust- 
ments to a healthy market situation. 

Ultimately, you have to adjust to the market, anyhow. It would 
be much better to get the adjustment over with than it would be to 
drag it out. 

Mr. Anpersen. Mr. Woolley, from what you have just said, is the 
subcommittee here to infer, so far as the American Farm Bureau 
Federation is concerned that you would just sit idly by and do nothing 
whatsoever? 

Mr. Wooutuey. Well, no. 

Mr. Anpersen. What do you suggest? 

Mr. Woout.ey. Our statement is quite contrary. 

Mr. ANDERSEN. What do you suggest. You said something to the 
effect we should use the section 32 funds. 

My Subcommittee on Appropriations for Agriculture just had the 
Department up before us. And we commended the Department for 
what they did in purchasing eggs for the school program and utilizing 
some of those funds. We commenced them. But at the same time, 
the entire subcommittee of seven men told the Department very 
bluntly where they made the mistake was in waiting for the egg market 
to drop down to 16 cents, from 25 or 30 cents—rather than to move 
in when that market was around 25 cents. We were of the combined 
opinion in our subcommittee on that subject. And even though J 
respect your opinion, that subcommittee has had a tremendous : amount 
of experience. We have dealt with this problem for more than 16 
years—some of us more than 20 vears. 

Let me point out that had the Department stepped in at 25 cents, 
as we thought they should, when the current receipts on eggs were 
25 cents throughout the Midwest, for every cent that they could have 
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prevented it from dropping below the 25 cents they would have saved 
the farmers in the egg market $3 million per week in gross income. 

The Department since October last fall has expended $26 million 
in various forms in supporting the egg market. What have they 
accomplished? ‘They have done a lot of good. They have brought 
it back up around 26 or 27 cents. And through their program they 
have returned to the farmers of America, we estimate conservatively, 
the last 10 months the amount of $250 million in gross income. 

You would simply sit there and do nothing. You would consider, 
according to what you have said that you would do nothing. You 
people are inactive. You do nothing. That is my argument with 
the Farm Bureau. You do not, in my opinion, represent the best 
interests of the farmer, because you advocate, as you have advocated 
through the years, cheap feed grain. We have that now. But now 
that the chickens have come home to roost, Mr. Woolley, you come in 
here and say that we should be satisfied with things as they exist. 

Iam aman with over 50 years of farming experience. Ido not agree 
with that kind of philosophy on the basis of that kind of experience. 

I introduced one of these bills here for one purpose, to say that if 
hog prices fall down the Government will step in and pay the farmer 
an incentive payment, depending upon where that price level is. If 
it is $14 a hundredweight or thereabouts to the farmer on the farm in 
southwestern Minnesota, and if he will agree to bring in good hogs, 
grades 1 and 2 hogs, bring them in at weights beneath 200 pounds, 
he will be entitled to $3 per hundredweight. And good hogs instead 
of overweight hogs will be brought to market. I have noticed that in 
the market in St. Louis and Omaha there are many 275-pound hogs, 
loaded with lard, which will depress the entire market situation. 

Give the farmer an incentive when the market drops. It is much 
better for the farmer to receive the little incentive to hold that market 

rice up, and not let the Secretary of Agriculture permit it to drop. 

Ve should never again let hogs get down to 10 cents and 12 cents. 

I do want to say this, that I think for an expenditure at the most 
of, say $200 million, which could be made available under the funds 
that we have under section 32, we could encourage the farmers to 
bring in lightweight hogs. By that means we could not only prevent 
a tremendous hardship, but we could, also, boost gradually this 
market up to $17 or $18 a hundredweight, up to where the incentive 
would not apply. 

I think that the announcement would have a tremendous effect. 

Perhaps, I am far too strong in my estimate that it might cost 
$200 million. It might not even cost $25 million. The fact that the 
Government is ready to step in, like Mr. Brannan said in the fall of 
1952—I got after Mr. Brannan then to do something about the hog 
market—he simply made the announcement that the Government 
would get in there and start to buy. The market recovered. 

But you cannot follow the policy of the Farm Bureau and do 
nothing—after the Farm Bureau, especially, I believe hypocritically, 
in my viewpoint, in this folder talks about cheap feed grain policy. 
Who, I ask, has been more responsible for our 60 percent of parity 
than has the American Farm Bureau Federation itself? You people 
have made the cheap feed grain policy in conjunction with Mr 
Benson and Mr. Morse. And you try to come here and hypocritically 
talk about a proposal of this nature. 
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Mr. Poacs. Thank you. 

Mr. Woottey. Did you intend to ask me a question, Mr. Congregg. 
man? 

Mr. ANDERSEN. I have never tried to shut off a witness. If the 


chairman will permit, I should like for you to say anything that yoy | 





| 7 


| 8 


want tosay. 1 want to know what you would propose be done to saye | 


our hog market. 
Mr. Wooututey. You asked me what we proposed. I do not know 


whether you were here when I read the statement or not, but in oy © 


statement here we indicated that we did not propose to sit by and do 
nothing. We proposed to do a lot of things, and we are doing things, 
And we intend to do as much as we can through a private setup 
rather than going to the Government. The assumption that the 
Government is the only way that any problem can be solved is ap 
assumption with which we thoroughly disagree. And I think that 
before you jump into this payment proposition on hogs or any other 


program, I think you ought to take a good look at what happened ip | 


England. I do not know whether it has been called to your attention 
or not, but the English have a production incentive payment program, 
As you know, the English producer, generally, is an uneconomic 
producer of agriculture commodities as compared to people in this 
country. They so subsidized the production of eggs in England to 
the producer of eggs, that is, the English producer, that what they had 
to do was to subsidize the export of eggs from England to Europe, 


and the European countries took retaliatory action and put up| 
barriers against the exportation of English eggs that were produced | 


under a production-payment program. 
It has been proposed that we adopt this English system over here. 
Mr. ANperRSEN. I knew the Farm Bureau way back in 1918. I 
was a township chairman in the thirties. And I have noticed the 


way the Farm Bureau operates here in the Congress. After Mr, | 


Kline became president I felt in my own conscience that his policies 
were wrong. I! have always thought in terms of the average farmer, 
I have been a farmer all of these years, and my judgment is based on 
practical experience. 


I cannot see the present policies of the American Farm Bureau 


Federation which I know are not always developed at the grassroots. 
They are developed by a few people on top then they are passed down 


to the grassroots. I remember we had that question before us when I | 


was the chairman of a little township unit. I know the people at 
the grassroots do not have any influence in determining what you are 
here testifying about today. 

I believe that 90 out of 100 Farm Bureau members in my district if 
they heard this discussion would raise up their hands and say that 
you are wrong in what you are saying. 

Mr. Woo.try. They will be supplied a copy of the statement that 
we prepared and presented here, and they will, also, be sent the 
testimony. 

Mr. Poaar. This statement, you mean? 

Mr. Woottey. They have got that. They will have a statement as 
presented before the committee, and they will have your comments 
to the witness, and the witness’ reply as it appears in the record. 

Mr. Coap. Did you say that you are going to send this to all of the 
American Farm Bureau members? 
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Mr. Woottey. I said it would be made available to the States. 
The States can make them available to the counties. 

Mr. Coan. I thought you said that you were going to make it 
available because I hope you do, as that would save me from mailing 
it to my people in Iowa. 

Mr. ANDERSEN. You have not said what you would propose—what 
is your answer? 

Mr. Woottey. My answer is to stimulate the consumption of meat 
that is being produced now. Also, our answer is to turn off the 
Government incentive to produce cheap feed. 

Mr. ANDERSEN. You would permit hog prices to get down to a dime 

ain? 

Mr. Woottey. We think that the corn-hog ratio has to go down to a 
point where the hog producer, generally, finds it unprofitable to pro- 
duce hogs before you will get the adjustment. And if you do not 
permit that price to go down except by Government intervention, what 
you will do is that you will build up a supply of pork by Government 
action which will continue to hold the market price down and over a 
period of time the hog producers will get less income than they other- 
wise would get. And the hog producers in the area of the country 
where they can produce most efficiently will find themselves saddled 
with quotas of some kind which will mean that they are compelled by 
Government action—I mean prohibited by Government action—from 
producing hogs. That is the ultimate result. 

Mr. ANDERSEN. You advocated 60 percent of parity. 

Mr. Woo.tiey. We did not. 

Mr. ANDERSEN. Or 90 percent of the last 3 years. 

Mr. Woou.ey. We advocated that the support price for corn be 
based on the prior 3-year average market price, a percentage thereof, 
and—— 

Mr. ANDERSEN. 60 percent of parity. 

Mr. Woou.ey. No; it was not. 

Mr. ANDERSEN. What was the figure? 

Mr. Woouuey. The 60 percent of parity that was added to the bill 
was added against our objections, not by reason of anything we 
advocated. 

Mr. ANDERSEN. What did 90 percent of the average last 3 years 
amount to? 

Mr. Woo.tey. I do not have that figure. 

Mr. ANpDeRSEN. You are representing the American Farm Bureau. 

Mr. Woou.ey. That is to be decided by somebody else. 

Mr. Anprersen. The figure in the bill approximated your recom- 
mendation, and you people used your vast influence over the Hill last 
year to push down the price of my corn, and all of these 3 billion bushels 
of corn, down to $1 a bushel, and now—— 

Mr. Wooutuey. Your hog producer—— 

Mr. Anpursen. And now you come in here and say that we should 
adjust hog prices down to an uneconomical level to prevent producing 
too many hogs and get——— 

Mr. Woou.tey. The corn—— 

Mr. ANppRSEN. Do you not think you are talking at cross-purposes 
right today from what you did last year? 

Mr. Woout.ey. Of course—— 
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Mr. AnpERSEN. Maybe you might say you have been successful, | 
the Farm Bureau Federation, with the Secretary. 

Mr. Daaue. I resent any statement in that fashion. 

Mr. ANDERSEN. | want to thank you for your courtesy. 8 

Mr. Poagr. I think that our guest the Congressman from Minne 
sota who is a member of the Appropriations Committee and a member 
of the Subcommittee on Agriculture has very fairly presented thg 
picture. 

Mr. Dacue. I do not object to the subject of his remarks. Hf 
certainly, is entitled to interrogate the witness, but to browbeat the 
witness and to attack him in that fashion annoys me. We have had 
too much of that going on in this committee. 

Mr. ANDERSEN. I have made my point. 

Mr. Poace. We are glad to have had you here and glad to have 
had your views. We hope you will always feel free to meet with thig 
committee. 

Mr. Larra. At this point I would like to have the record show that 
when this bill came before this committee I contacted several farmers 
in Ohio and have received adverse comments. 

Mr. Coan. In view of the comments, I would like to have the recon 
show at this point that Mr. Samuel Lubbell who is a man very noted} 
for his ability to accurately measure the thinking of the America 
people has been out in my State of Iowa, and he has found over 5 
percent of the Iowa farmers in favor of this kind of legislation. f 

Mr. Poace. Are there further questions? 

If not, we are very much obliged to you. I appreciate your ap 
pearance here today, Mr. Woolley. 

Mr. Woouey. Thank you very much. 

Mr. Jounson of Wisconsin. Were the people you contacted ir Obié 
hog or pork producers? § 

Mr. Larra. We do not have many specialized farms. They rais@ 
all kinds of livestock. They raise hogs, cattle, chickens, and sheep 
on the same farm. It is a family- -type farm. 

Mr. Poace. Are there further witnesses to be heard this morning? 
Does anyone else want to be heard on this bill? If not, the committee 
will go into executive session. 

(Whereupon, at 11:10 o’clock, the committee proceeded into exee 
tive session.) 


x 








